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TUESDAY, APRIL 3, 1951 


Unirep Srates SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 

The subcommittee met, pursuant to notice, at 10 a, m., in room 
F-39, the Capitol, Hon. Burnet R. Maybank (chairman of the sub- 
committee), presiding. 

Present: Senators Maybank, Ellender, Saltonstall, Bridges and 
Ferguson. 


VETERANS’ ADMINISTRATION 


STATEMENTS OF GEN. CARL R. GRAY, JR., ADMINISTRATOR OF 
VETERANS’ AFFAIRS; S. M. MOORE, JR., BUDGET OFFICER; 
JOHN D. BAKER, CHIEF, ESTIMATES DIVISION; URBEY E. 
WELLS, ASSISTANT CHIEF, ESTIMATES DIVISION; G. H. BIRD- 
SALL, ASSISTANT ADMINISTRATOR, LEGISLATION; R. P. BRON- 
SON, ASSISTANT ADMINISTRATOR, CONTACT AND ADMINIS- 
TRATIVE SERVICES; F. W. KELSEY, ASSISTANT ADMINISTRATOR, 
FINANCE; M. E. POLLOCK, EXECUTIVE ASSISTANT FOR PER- 
SONNEL; F. H. DRYDEN, ASSISTANT ADMINISTRATOR, CON- 
STRUCTION SUPPLY AND REAL ESTATE; W. HOWARD, ASSIST- 
ANT ADMINISTRATOR, CLAIMS; R. L. JARNAGIN, CHAIRMAN, 
BOARD OF VETERANS APPEALS; E. E. ODOM, SOLICITOR; H. W. 
BREINING, ASSISTANT ADMINISTRATOR, INSURANCE; H. V. 
STIRLING, ASSISTANT ADMINISTRATOR, VOCATIONAL RE- 
HABILITATION AND EDUCATION; VICE ADM. JOEL T. BOONE 
(MEDICAL CORPS) RETIRED, CHIEF MEDICAL DIRECTOR; DR. 
H. A. PRESS, DIRECTOR, MANAGEMENT AND PLANNING STAFF, 
MEDICAL SERVICE; F. R. KERR, ASSISTANT ADMINISTRATOR, 
SPECIAL SERVICES; J. G. CORBITT, DIRECTOR, FOREIGN RELA- 
TIONS SERVICE; AND C. E. HAYS, DIRECTOR, COORDINATION 
SERVICE 

SALARIES AND EXPENSES 


GENERAL STATEMENT 


Senator Mayspank. The committee will come to order, gentlemen. 
General Gray, I understood that you gentlemen plan to make a 
short trip and that Admiral Boone is going, too, so we will try to 
accommodate you as much as possible. We have done so by asking 
you to come first. Unfortunately, we do not have the House hearings 
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before us, as you probably know. The clerk advises me it will be 
about 2 days before we get them. 

What is your desire? Do you want to make a statement or put 
something in the record? 

General Gray. Mr. Chairman, may I express my’ deep apprecia- 
tion to you for rearranging the date for this hearing and making it 
possible to appear today, because originally we thought that we would 
be free after this time and therefore we made commitments on the 
west coast in connection with the opening and dedication of new 
hospitals. It will only be the admiral and I who will be away, the 
balance of my staff will be available at your convenience. 

Senator MayBanx. You mentioned to me that in your absence, if 
we needed additional information that it would be available. I 
doubt seriously that we will be able to make any appropriation 
recommendations in the near future. 

General Gray. All except the admiral and I will be available at 
your convenience. 

Senator MayBank. We will not hesitate to call on them. What is 
your desire about a statement? We have nothing before us from the 
House. Of course, we will have it before we prepare the subcom- 
mittee’s bill, but it will be at least 2 days before the House hearings 
come over here. I wonder if you want to give a statement? You 
mentioned that you wanted to change one or two items. Do you want 
to go ahead at discuss it in your own way or file these statements? 

General Gray. I would like to make one or two general statements 
and then have you utilize as much as you care to of the prepared state- 
ment, which has been pr epared giving the over-all picture. 

Senator Mayank. That is the same statement you placed in the 
House record? 

General Gray. Yes, sir. 

Senator MayBank. I do not think we will put it in this record. The 
House record will be considered a part of this hearing. I think you 
should enlarge on whatever changes there may be from what was said 
before the House committee and what occurred there. 

General Gray. There have been no changes made since the sub- 
mission in the House record. 

Senator MaysBank. What about the changes in the budget request? 

Mr. Moors. We have made certain changes, Mr. Chairman, and 
inserted them in the House hearings, so the changes we have made 
here will be in the House record. 

Senator MayBank. Very well. 

Mr. Moore. We have corrected our statements accordingly, so 
that they will all be the same as in the House records. 


KOREAN WAR POSES PROBLEM IN BUDGET PREPARATION 


General Gray. This is a very difficult budget to prepare for the 
reason that we have no conception of what the Congress may enact 
in regard to hostilities in Korea. So, generally speaking, we have 
ignored the possibilities of what the Korean situation may bring and 
the decisions of the Congress may be and we have prepared and 
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propose to you here a budget which is based on the existing laws as 
they now stand. Of course, as an illustration of the statement that 
I shall make to you here, there is proposed a reduction in moneys, 
particularly in the “Vocational, rehabilitation, and education.”’ 
Senator MayBank. We want to make the record here clear as to 
what you are doing. In other words, any legislation not now on the 
statute books is not considered in the estimates for appropriations. 


APPROPRIATIONS AND SUPPLEMENTAL ESTIMATES FOR FISCAL 1951 


General Gray. The result is that our appropriations for 1951, 
including the pending supplementals, total $5,844,092,800. 

Senator MayBank. You mean the supplementals now before the 
Congress? 

General Gray. Yes, sir. 

Senator MaysBank. Have you any other supplementals to come up? 

General Gray. Not that we know of, sir. 

Senator Maysank. The House has a supplemental bill that is 
going to be reported this week. Then they have a defense supple- 
mental bill. Would you have any in the defense supplemental bill? 

General Gray. We have no bill on which there is a supplemental 
that has not had a hearing, so there is nothing more coming up to the 
Congress, 

Senator MayBank. You do not anticipate any more requests before 
July 1? 

General Gray. That is correct. 

Senator MaysBank. There will be another supplemental? 

General Gray. No; not for the Veterans’ Administration. 

Senator Maysank. There is one pending now? 


AMOUNT REQUESTED IN 1952 


General Gray. This figure that I gave you includes that. So, as 
I say, it totals $5,844,092,800. Our estimate as submitted to you now 
for 1952’s budget is $4,255,323,000 which is a reduction over 1951 of 
$1,588,769,800. 
PRINCIPAL REDUCTIONS 


Senator MayBank. What is the principal reduction? 

General Gray. That is exactly what I am prepared to give you 
now, sir. The reductions are largest in the GI bill, which shows a 
reduction of $1,493,960,000. In the hospital construction it is $132,- 
000,000 and in the miscellaneous benefits it is $47,500,000. 

Senator MayBaNnk. It is practically all in the GI training. 

General Gray. That is correct. 

Senator MayBank. Do you anticipate many more reductions in the 
GI bill in the future? 

General Gray. The GI bill as it stands has a termination date. I 
will show you on the charts which I have prepared, what that really 
means. 

The other reduction is in ‘Grants to the Philippines” of $2,185,000 
and in the ‘Automobiles for disabled veterans” of $1,175,000. 

Senator SarronsTaLu. Before we get away from that, General Gray, 
just so I will have it clear, you have asked for a supplemental for 1951. 
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Do these subtractions that you are now making include the amount 
of the supplemental? 

General Gray. Yes, sir. In other words, the figure I gave you, 
Senator Saltonstall, of $5,844,092,800 covers everything , including the 
supplementals, that we expect to have during the fisca ‘year 1951. 

Senator SatronsTauL. There are going to be no supplementals for 
1951 beyond those on which you have had hearings in the House and 
which presumably the House will report on in the bill coming out 
this week? 

General Gray. That is correct. 


AMOUNT OF SUPPLEMENTAL REQUEST, 1951 


Senator SatronsTaLL. How much was that supplemental? 

Mr. Baker. $27,418,000. 

Senator SaLronsTaLL. My assistant here calls my attention to the 
fact that there is a supplemental appropriation of $44,270,000 which 
will be cleared in 1951 to cover gratuitous claims in regard to the 


Philippines. 
General Gray. That has been withdrawn since the estimate was 
prepared. 


Senator SALTONSTALL. That was not found to be necessary. 

General Gray. That is right. 

Senator SALTONSTALL. So your total supplemental increase over 
the original estimate amounts to approximately $27,000,000? 

General Gray. That is correct. 

Senator SALTONSTALL. You do not know how much the House is 
going to favorably report? 

Mr. Baker. No, sir. 


INCREASES FOR 1952 


General Gray. The increases over 1951 as proposed in 1952 cover 
the pensions in the amount of $49,262,000, insurance, $34,365,000, 
and salaries and expenses of $4,423,200. In other words, those 
pluses and minuses when totaled bring forth the figure that I gave 
you of $1,588,769,800 reduction. 

Senator Maypank. You reduced it and then increased it. How 
much? 

General Gray. I gave you all of the major decreases. The in- 
creases are for pensions in the sum of $49,262,000. Insurance in the 
sum of $34,365,000 and salaries and expenses in the sum of $4,423,200. 
When those pluses and minuses are totaled, it brings forth the figure 
that I gave you originally of an actual decrease of $1,588,769,800. 

Senator Maygank. I can aperee iate the decrease, but ‘why should 
we have an increase when the GI bill is running out? Are those public 
law increases in salaries or for new employees? 


JUSTIFICATION FOR SALARIES AND EXPENSES 


General Gray. Both. Most of these salaries and expenses increases 
are for the new hospitals that are coming into operation in the fiscal 
year in question. There is an exact indication of where the increases 
and decreases are which I will be glad to insert in the record, at this 
point, if necessary. 
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Senator Maysanx. I think that should be done. 
(The information referred to is as follows:) 


Comparison of obligations by programs (total) 





| Increase (+) 


























> s 1951 esti- 1952 esti- | or decrease 
Program mate mate (—), 1952 
over 1951 
1000 General administration. .............. ieee ike es $91, 913,885 | $81,787,282 | —$10, 126, 603 
St Pt cde anecknhhrawneeunie aieiinekounatente eihad 12, 889, 613 10, 947, 022 —1, 943, 591 
SO | SE, ccnsuce akdbbmiiiinaiadacei liek. ates 40, 353, 270 41, 008, 582 | +655, 312 
Ee EE eee lakh tel muse a 49, 760, 682 44, 067, 407 —5, 693, 275 
5000 Vocational rehabilitation and education__________- ---| 59, 588, 475 41, 763, 511 —17, 774, 964 
Ob it eccnis Ube eabuaweenss iodunnde 12, 950, 136 12, 714, 000 — 236, 136 
7000 Readjustment allow: a 5 cies 4, 257, 476 3, 110, 196 —1, 1, 147, 280 
Subtotal, programs 1000-7000_..........-.-.....--2 22. 271, 663, 537 2 | 
8000 Medical, hospital, and domiciliary: 
8100 Medical, hospital, and domiciliary administration 8, 081, 700 8, 383, 400 +301, 700 
8200 Research hs cacpiiebucadeicacman aut’ 4, 500, 000 4, 500, 000 0 
8300 Education and nh a i A 700, 000 1, 700, 000 0 
eee aes 8 se z 7 aii 
8400 Hospital care: 
8410 Neuropsychiatric hospitals... _- } 131,606,119 | 140, 450, 800 +8, 844, 681 
8420 Tuberculosis hospitals -| 38, 178, 800 40, 221, 300 +2, 042, 500 
8430 General medical and surgical hos- | | 
pitals : 271, 913, 100 | 309, 565, 500 +37, 652, 400 
8440 Contract hospit: alization. .-------| 26,371,700 | 17,276,200 | —9, 095, 500 
Subtotal, 8400...............- ..-...--.| 468,069,719 | 507, 513, 800 439, 444, 081 
8500 Domiciliary care ; a : 22, 554,900 | 24, 006, 200 | +1, 451, 300 
8600 Out-patient care__. ‘ eo ..-| 101, 806, 144 113, 080,000 | +11, 273, 856 
8700 Supply depots................ ‘ se baat 2, 181, 800 2, 129, 600 | — 52, 200 
- | = & om = 
Total, 8000... . kick ehduebackete hs aki ...--| 608, 894, 263 661, 313,000 | +52, 418, 737 
9000 Capital expansion. ibe od 309, 000 | 340, 000 +31, 000 


Total obligations. .......-.- 
Adjustments: 


880, 866,800 | 897,051,000 | 
Less: 
| 


+16, 184, 200 





| 
| 
—5, 000, 000 |. __- ...| +65, 000, 000 
i 
| 


Reimbursements —2, 000,000 | —2, 263, 000 — 263, 000 

Reduction in depot stock See 

Reappropriation by transfer (Public Law 759) .___.- | —179, 000 | 4-179, 000 

dd: | | 

Comparative transfer to GSA___.__- Sch adouss | 4-76, 674 |__... git —76, 674 

III RID eet at ka Re jae cea Ab OOO OO Bs. 5 iced nite | —8a0, 065 

Reserve (sec, 1214, 1951 Appropriation Act)- .| +10, 000, 000 | — 10, 000, 000 

Estimated savings, unobligated balance_.........__.-- BS Siete Fe OUR Bic dee ot — 5, 720, 261 
Total appropriation or estimate...........-..._.-.__| 890, 364, 800 | 894, 788, “000 ; +4, 423, 200 

i | | 


Senator MaysBank. What about this hospital bill that they have 
over in the House? 

General Gray. There is no estimate in the budget for any of that, 

Senator MayBanK. Have you gentlemen been ‘asked to make an 
estimate of it or are you familiar with that. 

General Gray. There was an original estimate in the 1947 authori- 
zation, for which there was an over-all appropriation and contract 
authority that covered it. I can give you that from that original 
set-up as an estimate of the funds required for the construction of 
those hospitals. 

Senator Maypanxk. And for the maintenance, also? 

General Gray. No; but I can say there will be no maintenance if 
they are to be constr ucted but not completed during this fiscal year 
in que stion. 

Senator MaysBank. I should have used the word ‘upkeep. 

; have mentioned additional salaries. 
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HOSPITAL CONSTRUCTION 


General Gray. There will be construction costs. We have a 
decrease in the sum of $132,000,000 in cash required. If we should 
be ordered to construct those hospitals, we would have to start with 
expenses incident to the drafting of the plan and the acquisition of 
the sites, et cetera. 

Senator Mayrnank. How about the hospital projects that have 
plans already prepared? How much would they cost in comparison 
with those under consideration in the House? I frankly have not had 
a chance to study the bill in the House. 

General Gray. If I understand the bill in the House, and can explain 
it to you, there was a reduction, if I remember correctly, of 24 hospitals 
in their entirety which the bill proposes to restore. 

Senator Mayspank. From the 1947 figure? 

General Gray. That is right. From the sum of the 1947 and 1948 
figures, which totaled 90 hospitals. 

There was a reduction in size of 14 hospitals from an average of 
1,000-bed hospitals to 500-bed hospitals. It made a net reduction of 
16,000 beds in the total appropriation and leaves us with an authority 
to construct and discontinue certain temporary hospitals, with the net 
result that, when we finish, we will have 131,171 beds. 

Senator Maysanx. How much authority do you have now to 
construct any of those hospitals? 

General Gray. We have authority to construct all of the hospitals. 

Senator MayBank. Then it is not necessary to have a bill if they 
have to be constructed? 


TOTAL AUTHORIZED FOR HOSPITAL CONSTRUCTION PROGRAM 


General Gray. The exact picture as it was there was an authoriza- 
tion totaling, if I remember correctly, approximately $1,200,000,000. 
There was a list which showed the hospital, its location, its type, its 
size, and the allocation of funds. In the first 76-hospital program of 
1946 the amount authorized was $772,000,000. Then the next year 
they authorized 14 more hospitals and additions to 9 more. Those 
were approved and, in round figures, contractual amounts in that sum 
were authorized, but we had to get each year the appropriations to 
cover our estimate of the use of that amount of money for those pur- 
poses during each fiscal year. Does that clarify it? 

Senator Maysank. Partly so, but, as I understand it, how much 
request have you got in here for money to be appropriated to construct 
any of these hospitals that were authorized in 1947 or 1948? 

General Gray. We will give you that figure. It is $28,000,000 cash 
to apply against prior contract authority. 

Senator MaysBank. As I understand, the total cost of those projects 
was $1,200,000,000? 

General Gray. Yes. That is the full 90 hospitals and the additions 
to 9. 

Senator Maysank. The House has reduced that 43? 

General Gray. No; that was a Presidential Executive order. 

Senator Maypank. I am talking about the present bill in the 
House. 

General Gray. The appropriation estimate the House has before it 
now covers the cost of that program that we will have during the 
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budget year. I think maybe I can give you an example which I hope 
will answer your questions. 


SCHEDULE OF OPENING OF NEW HOSPITALS 


Erie has just been finished and we opened that hospital Sunday. I 
go to Seattle on April 15. That hospital has just been finished and 
opens on April 15. Then Albany, N. Y., on May 6; Phoenix, Ariz., 
on June 10; and then it slips into the first part of the fiscal year 1952 
when Denver opens on July 22 and Indianapolis opens August 19. 
Bonham, Tex., August 26; Madison, Wis., September 16; Kansas 
City, Mo., on September 30; Iowa City, Iowa, on December 16, and 
Louisville on December 23. That finishes the calendar year 1951. 

Also in the fiscal year of 1952 and now building are Cincinnati; 
Syracuse, N. Y.; Philadelphia; East Orange, N. J.; Salt Lake City, 
Utah; Baltimore, Md.; Birmingham, Ala.; Boston, Mass.; St. Louis, 
Mo.; Durham, N. C.; and Ann Arbor, Mich. 

Senator Fercuson. What is the date of Ann Arbor? 

General Gray. That is April of next year. Then there is Salisbury 
in April, New Orleans in May, Chicago Research in June, and West 
Haven, Conn., in June. That finishes the fiscal vear of 1952. 

In the calendar year in the second 6 months will come in Oklahoma 
City; Pittsburgh, Pa.; Chicago General Medical and Surgical; and 
Pittsburgh Neuropsychiatric in October. 

Then coming on after that comes Brockton, New York City, Van 
Nuys, Cleveland, San Francisco, and Washington, and that completes 
our program. 

Senator SALTONSTALL. That is June 1953? 

General Gray. That is approximately that date. 

Senator SALTONSTALL. How many new hospitals will that total by 
then? 

General Gray. Seventy-six new hospitals, major additions, and one 
site at Topeka, Kans. which will make the total capacity 131,171 
beds, with the retirement of certain temporary hospitals which will be 
closed when the new ones are finished. 

Senator SaALTonsTALL. That completes your program? 

General Gray. Yes, sir; as now before us. 

Senator Fereuson. What is the total number of beds? 

General Gray. 131,171. Our hospital construction program includ- 
ing the old hospitals that we had, that 131,171 is in 174 hospitals. I 
was talking about the new construction. 

Senator Fercuson. What would be the total beds from what you 
have and what you are going to have? 


TOTAL ACCOMMODATIONS AT COMPLETION OF PROGRAM 


General Gray. The total beds when we finish this existing program 
will be 174 hospitals with 131,171 beds in them. 

Senator SALTONSTALL. So you are capable of taking care of 131,171 
veterans, when this program is completed, at one time? 

General Gray. That is right, sir. 

Senator Maysank. What about the Oliver General Hospital at 
Augusta? 
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General Gray. That is now being repaired and made available for 
our use as a General Medical and Surgical hospital, at which time we 
will take the Peachtree Hospital in Atlanta and make it a TB hospital. 

Senator Maysank. What about the hospital in Greenville? 

General Gray. I had no hospital there, sir. 

Senator MaysBank. You have one approved. 

General Gray. That was canceled, sir. 

Senator Maysank. The Oliver General Hospital was closed, too, 
was it not? 

General Gray. Yes, sir. 

Senator MayBank. When did you pick the Oliver General Hos- 
pital to be reopened? 


PRESIDENTIAL DIRECTIVES TO REOPEN HOSPITALS 


General Gray. I received a directive to do that. 

Senator MayBank. Who directed you to open hospitals? 

General Gray. This order was sent by the President of the United 
States. 

Senator MayBank. Does the President also direct you not to con- 
struct a hospital at Greenville? 

General Gray. Yes, sir. 

Senator MayBank. He also directed you not to enlarge the hospital 
in Columbia? 

General Gray. Yes, sir. 

Senator MayBank. He did not tell me that. 

Senator Feracuson. How many beds have you in Michigan? 

Dr. Press. I will total it up for you. 

Senator MayBanxk. When did the President tell you not to do 
anything at Greenville? I went to the President and talked about 
that. However, I am glad you opened one in Augusta. I think that 
it never should have been closed, anyway, but it was. 

General Gray. Mr. Chairman, I have not the record with me. 
I shall be very happy to insert the specific authority that I have. 

Senator MayBank. All right. 

(The information requested is as follows:) 

EXEcuTIvVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BuDGET, 
Washington, D. C., December 20, 1948. 


MEMORANDUM FOR THE PRESIDENT 


Subject: Reduction in Veterans’ Administration hospital-construction program. 


The Veterans’ Administration has proposed that the hospital- and home-con-~ 
struction program now authorized for that agency be amended to eliminate 2° 
hospitals and 1 home, reduce the size of 14 hospitals, and increase the size of 1 hos 
pital to bring about a net reduction of 16,171 hospital beds and 300 home beds. 

The hospital-construction program under which the Veterans’ Administration 
has been proceeding, and which is estimated to be completed by the end of fiscal 
year 1953, was planned and authorized during and immediately after the war. 
Now that a period of postwar experience has accumulated, the agency has made a 
restudy of the entire program in relation to both total needs and the needs of geo- 
graphical areas and has reached the conclusion that the total number of beds to 
be acquired by new construction should be reduced by about 16,000. Such a re- 
duction will not require any change in present policies of admission. It will pro- 
vide for all service-connected patients and will provide an even more liberal 
allowance of beds for non-service-connected patients than at present. Hospitals 
to be eliminated or reduced in size have been selected from those not vet under 
contract in such a manner as to maintain equitable geographical distribution in 
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relation to veteran population, transportation, and medical resources. The latter 
point was given special consideration since the experience of the last 3 years has 
demonstrated that, with the over-all shortage of medical, nursing, and related pro- 
fessional personnel now existing, it is impossible to recruit or maintain adequate 
staffs in many areas and that cities where medical resources exist must be given 
preference for hospital location even if in some cases it means more travel for 
patients. The agency naturally is insistent on locating its hospitals where the 
best quality of medical care can be provided. 
The specific proposal of the Veterans’ Administration is as follows: 


HOSPITAL AND HOME AUTHORIZATIONS TO BE CANCELED (24) 


Beds Beds 
Americus, Ga__-- bat henesdandaenees er IT Re SO cecake@acacne Me 
Charlotte, N. C_. SR eh RE EL a ee 200 
GChatienoom. Tent...-............-- — ee UU kL OE ES 
Columbia, 8. C. (addition)__........ se i 6} ll eee eee a- 200 
TORE: Bila koh naccs...- nee em adaeba aad 250 | New York City (rehabilitation) _..........__- 1, 000 
Detroit, Mich _.-.---- ad aes Sines) Me I HR ht 5 Sc oden ht ee 75 
OS as site etanieaaial I i eminem 921 
-), t§: ae ; : ... 600] San Diego, Calif_. oe Rothe aes a 
Gainesville, Fla... ..-- seelewddcocecnnacon IEE Taney OUR. cic ccses Patveutedse ae teat 100 
EB INO 5 3 sis bcc ccesssedasneses 200 | Thomasville, Ga..............- ert te these 100 
Greenville, 8. C_....- al aa la iad alae RII soc cantuntdéddaamed soc ceoleeasih on 
EE Biden tice cntonscenacee ceaneseeta’ Sh Ae Se ans Se de damee can 200 


HOSPITAL AUTHORIZATIONS TO BE REDUCED IN SIZE (14) 











| Beds 
From— To— 

eens $$$ $$ —__-___—— — —___—___—_— _ | _ ae | comes 
Atlanta, Ga , ; ea eee en 750 | 500 
Chicago, Ll. (construction started) - - -- a sat  erdabat aeseal 1, 000 | 500 
Cincinnati, Ohio (bids received) - -.-. : ; , Reas quence 750 | 500 
Cleveland, Ohio (no action) .......-.- Seat STIR ALCS YS patton 1, 000 | 500 
Do cee Sad aN 3 aa 1, 250 | 1, 000 
Louisville, Ky. (under construction) Sah 750 500 
Kansas City, Mo. (under construction) : sa sin the 750 500 
Oklahoma City, Okla. (no action)...............-- as .| 1, 000 500 
Philadelphia, Pa. (construction) j aid r : jad Vetidd wk cached | 1, 000 500 
Pittsburgh, Pa... j ae / nasi ; seen 1, 200 | 750 
ai I oe “nae on . sail 1, 250 1, 000 
ee | ee — Kati Retekdeinh cheba : idpthcnals ibialsn 1, 000 500 
MOCGGUE IMs Becesencsne s . ‘ : ania a E 1, 000 | 500 
Washington, D. C_....-- = : 750 } 500 

HOSPITAL AUTHORIZATIONS TO BE INCREASED IN SIZE 

PE ca ateshondeacsawanshskcsine mantecteusebemeeanses howell | 1, 000 1, 250 


The Veterans’ Administration has recommended cancellation of the 1,000-bed 
Houston, Tex., hospital only on the condition that it is to acquire the United States 
naval hospital at Houston. 

It is recommended that the presently authorized hospital- and home-construc- 
tion program of the Veterans’ Administration be amended as specified above. 

James E. Wess, Director. 

Approved: 

Harry TRUMAN, 


The President of the United States. 
DrEcEMBER 20, 1948. 


May 3, 1950. 
The honorable the Secretary or DEFENSE. 

My Dear Mr. Secretary: This is to advise you that I have approved recom- 
mendations of the Director of the Bureau of the Budget that the Veterans’ Ad- 
ministration acquire two of the Armed Forces’ hospitals which you have advised 
me are excess to the requirements of the Department of Defense: namely, the 
Long Beach (Calif.) Navy Hospital and the Augusta (Ga.) Army General Hospital. 

It is my desire, that you direct the transfer of these hospitals to the Veterans’ 
Administration, under the authority contained in the Servicemen’s Readjustment 
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Act of 1944, at dates mutually agreeable to you and the Administrator of Veterans’ 
Affairs, but not later than July 1, 1950. 

In the case of the Army hospital at Augusta, Ga., I am authorizing the transfer 
of only that limited portion of this 1,500-bed hospital, including the permanent 
main hospital building, needed to provide for the operation of a hospital of ap- 
proximately 500 beds. The Director of the Bureau of the Budget will determine 
the specific buildings, facilities, and acreage to be made available to the Veterans’ 
Administration after collaboration with that agency and will advise you accord- 
ingly as soon as possible. 

In order that these hospitals may be placed in operation by the Veterans’ 
Administration as soon as possible, it is requested that you insure that no supplies 
and equipment of any kind (other than the personal effects of personnel and similar 
material not related to the operation of the hospital by the Veterans’ Adminis- 
tration) are removed from these hospitals unless and until the Administrator of 
Veterans’ Affairs agrees they wiil not be required incident to the operation of 
the particular hospital. In the case of the Augusta Army hospital, all property 
should be left in place until the Director of the Bureau of the Budget has deter- 
mined the extent to which the property will be required to support the portion 
of the hospital to be made available to the Veterans’ Administration. 

I will appreciate your expeditious action in effecting the transfer of these 
hospitals to the Veterans’ Administration in a manner calculated to facilitate 
the retention of present experienced personnel at these institutions to the extent 
they will be required by the Veterans’ Administration. I am furnishing General 
Gray a copy of this letter for his guidance. 

Sincerely yours, 
Harry 8. Truman. 


MICHIGAN AND NEW ENGLAND HOSPITALS 


Senator Satronstauu. Mr. Chairman, will you at the same time 
ask that an insert be made, giving the number of beds in New England? 

Senator Maysank. Yes. Will you do that, please? 

General Gray. Yes, sir. By States. 

(The information requested is as follows:) 


Veterans’ Administration hospitals in Michigan—Current and projected bed capacitie 
i & 





| Authorized beds 
| 











Hospital | see Jan. 31, 1951 | Final 
ype eiieapsiidsleaeaiatapecigilinicn s\itpsgeuie 
| | | standard 
| Standard | Emergency) Total | beds 
Fort Custer.............----- es pe eo 8 | 3.017 | 50/ 2,067 | 2, 017 
a edad. cbs. douasgeekbekiceedbal | GMS..... Ree .| | cabal 496 
RUN sir cniac te naan te | GMS..-.-| 1,117 1,117 1,117 
Iron Mountain.._- Se ak lee | GMS...-.-| 250 | 25 250 
Se aes ene enter nene huey pe ) pores 200 | 200 
ELE OE oe 3, 634 | 50 | 3, 634 | 4, 080 
| 








NotEe.—Present planning includes the eventual elimination of emergency beds. 
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Veterans’ Administration hospitals in New England States—Current and projected 
bed capacities 





| Authorized beds 
State and hospital a Jan. 31, 1951 Final 
’ sealed teieadsminaiolnadnddaaonsnnet rae 
standard 


| 
| Standard | Emergency Total beds 
| 


Maine: Togus ‘ eh 851 | 18 R69 | RSI 
New Hampshire: Manchester GMS 150 150 150 
Vermont: White River Junction GMS.. 188 62 250 188 


Massachusetts: 


Rutland Heights TB 615 | 615 | 615 
Bedford ; INE: } 1, 636 | 167 1, 803 | 1, 636 
Brockton | NP ‘ | 958 
Northampton NP 933 172 1,105 | 933 
Boston ‘ GMS itd | 949 
Framingham -.-.-.. | GMS 1, 100 | 1, 100 on 
West Roxbury | GMSB.... 316 66 | 382 316 
| } —— —— — - eee 
Total_.... ‘ ey 4, 600 405 5, 005 | 5, 407 
Connecticut: 
Newington , GMS 275 | 66 341 275 
West Haven..-....... ‘ ..--| GMS-TB ; ba 880 
| eel Sessa tel aclectdiatiiciagsdotiaitehe beh thiateahin 
Total ‘ 275 | 66 341 | 1, 155 
Rhode Island: Providence - GMS... 393 |. . 393 393 


Note.—Present planning includes the eventual elimination of emergency beds. 


Senator SaALTonsTALL. I have a few questions here, and they are as 
follows: 

You listed three increases to offset the decreases that you men- 
tioned. ‘Those increases came in salaries, pensions, and insurance; is 
that correct? 

General Gray. That is correct. 


APPROXIMATE COMPLETION DATE OF PROGRAM 


Senator SaALronsTaLL. We know you were having difficulty getting 
employees and doctors for these various hospitals. You will complete 
this schedule by June 1953? 

General Gray. 1 would say by the end of 1953, Senator. 

Senator SALTONSTALL. Are you going to have doctors to man all 
these 184 hospitals—are you going to have enough doctors and enough 
qualified people? 


QUESTION OF QUALIFIED PERSONNEL 


General Gray. The very best information that we have and can 
assemble, Mr. Senator, is from our own calculations, concurred in by 
medical societies and by our own senior medical and surgical advisory 
committee, chairmaned by Dr. Mayo, of the Mayo Clinic, and it indi- 
cates that it will be extremely difficult, if not impossible, to staff in 
excess of 125,000 beds. They have actually said 121,000, but in dis- 
cussions it is somewhere between 121,000 and 125,000 beds. 

Senator SALTONSTALL. So there will be 4,000 beds, according to 
your figures, that, when this hospital program is completed, will be 
without staff? 

General Gray. I would not say that, sir. 
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Senator SALronsTaLu. As near as your calculations can go? 

General Gray. There will be one thing we can do, and that is we 
will utilize some of the staff from the larger hospitals in order to 
equalize out so there will not be a hospital standing idle as a result 
of inability to recruit new staff. In other words, if we cannot get 
the medical personnel necessarily required for the superb medical 
service, we will close beds in any existing hospital. 

Senator Fercuson. But you will not close the hospital? 

General Gray. That is correct. 





EXPANSION OF COLUMBIA, §&. C., FACILITY 


Senator Mayspanx. Why did you not extend the hospital at 
Columbia, S.C? That is rather well staffed; is it not? I was curious 
to know about that. 

General Gray. You are asking me questions of orders that were 
received by the Veterans’ Administration before I came here, so 
therefore I cannot answer you that question specifically. I can look 
in the records. 

Senator MayBank. I am not quarreling about it; please do not 
misunderstand me. It is a medical center. It is a veterans’ center. 
It was recommended and passed by the Congress to be enlarged in 
1946 or 1947. There was an amendment put in this bill by Senator 
Overton who is—or who was—on the committee, then. Now, you 
say that is not going to be enlarged. That is up to you gentlemen, or 
you might receive or rders whether to enlarge it or not. Ido not under- 
stand why you do not use the hospital which is already there, rather 
than starting a new hospital and building up a staff. I know where 
that is happening, but I will not mention the place. I would not 
want somebody to think that it was personal with me, but I do not 
understand why where you have hospitals that can be expanded, you 
do not do that instead of building new ones. Have you got a good 
staff in Columbia? 

General Gray. Yes, sir. 

Senator Ferauson. General Gray, when you get through in June 
of 1953, and have 131,000 beds, what would you anticipate the number 
of beds to be occupied would be? 


PERCENTAGE OF OCCUPANCY 


General Gray. Our estimate for our expenses in connection with 
the Medical Department are based on occupancy. 

Senator Fercuson. At that time? 

General Gray. At the time of the actual completion, it will not. 

Dr. Press. It would run about 91 percent occupancy. 

Senator Ferecuson. That is service? 

Dr. Press. No, sir; that is total number of patients occupying beds. 

Senator Frreuson. What do you anticipate will be service- 
connected cases? 

General Gray. According to the best records I have, sir, the present 
and past occupancy has been 33 percent. 

Senator Frreuson. Only one-third? 

General Gray. Yes, sir. 
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PRIORITY IN SERVICE-CONNECTED CASES 


Senator Ferauson. Service-connected cases come first? 

General Gray. Yes, sir. The law now specifies we shall give full 
and complete hospitalization to all service-connected cases. If there 
is a bed available and if a man will sign a certificate that he cannot 
afford commercial hospitalization, we may hospitalize him. 

(See certificate inserted on pp. 24 and 25.) 

Senator Frrcuson. Do you keep beds open for these service- 
connected cases? 

General Gray. Yes, sir. 

Senator FerGuson. So that a man does get a bed? 

General Gray. There are no service-connected cases awaiting 
hospitalization today, sir, and there never will be as long as I am in 
charge. 

Senator Ferauson. Thank you. 

General Gray. And I will include the Admiral in that. 

Senator Ferauson. Does that compel vou to keep so many beds, 
or a certain percentage of beds, vacant to operate under that plan? 

General Gray. No, sir. We can always take service-connected 
cases because, you see, with 91 percent of occupancy there is still a 
group of 9 beds out of 100 that we can use for an emergency 

Senator MaysBank. You are relying upon the Navy ‘and Army 
hospitals to help you; are you not? 

General Gray. We have some allocations in service hospitals. We 
likewise have authority to hospitalize in commercial hospitals in an 
emergency. As far as this condition today is concerned, we have been 
reduced in our allocation in service hospitals because they want 
them themselves. 

Senator Maysanx. When you had veterans in the hospitals, you 
had to move them out to take care of the service-connected cases who 
were coming back from Korea. You are right in doing that. I just 
want the record to show that. 

Is it not a fact that in certain sections of the United States there 
perhaps may be more beds available to veterans whose cases are not 
service-connected than in other sections? 

General Gray. That is correct. 

Senator MayBank. When the Army and Navy have had hospitals, 
they have taken care of these cases. When the Korean casualties 

come back, they have to move them out. So you are never short of a 
bed for a service-connected veteran? 

General Gray. No, sir. 

Senator MayBank. It is more difficult in some sections than in 
other sections to obtain them because in those instances you would 
have to move them out? 

General Gray. Yes. 


QUESTION OF SALARY LEVEL AND LOSS OF PERSONNEL 


Senator SattonsTauu. I have had three groups of questions in my 
mind I would like to ask you about: 

One, your increase in salaries comes from the general increase in all 
Government salaries necessitated by ihe increase in the cost of 
living; and— 


Two, from additi ional personnel taken on to man these new hospitals. 
Is that correct? 
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General Gray. That is the only place. 

Senator SatronstaLL. Is the salary level of employees generally 
in the hospitals today comparable with the salary level in private 
hospitals? 

General Gray. I will let Admiral Boone answer that question. 

Admiral Boone. It varies in different parts of the country. 

Senator SatronsTALL. Are you taking people away from the private 
hospitals because of your higher salaries, or, vice versa, are they taking 
people away from you? 

Admiral Boonr. We are losing our doctors to both the Armed 
Forces and industry. 

Senator SALTONSTALL. Your salaried personnel and your staffs? 

Admiral Boonr. We compare favorably in salary levels. 

Senator SALTONSTALL. As a practical matter, you are above the 
average level? 

Admiral Boone. In certain categories. 

Senator SALTONSTALL. So, from the point of view of staffing your 
hospitals, with the exception of the medical end of it, you are taking 
people from the private hospitals, rather than vice versa? Your 
salary level is generally better than the private level? 

Admiral Boonr. May Dr. Press discuss that? He has been dealing 
with this subject. 

Senator SALTONSTALL. I would just like a general answer. 

Dr. Press. As a general statement in regard to our nurses, we do 
pay a higher salary than many civilian hospitals. 


COMPARISON OF VA HOSPITAL AND CIVILIAN HOSPITAL SALARIES 


Senator Fereuson. Do you mean that you get the nurses and the 
other hospitals lose them? 

Dr. Press. Not as much as it might seem, for these reasons: We 
do not lean as heavily on nurses as civilian hospitals do. We do not 
have as many nurses in our hospitals for the same number of beds 
as the civilian hospitals have. We lean heavily on ward attendants. 

Senator Ferauson. What do you pay? 

Dr. Press. Our starting salary is $3,400. 

Senator Fercuson. What about the other salaries? 

Dr. Press. It varies in various parts of the country, from about 
$2,600 to $3,600. There is a considerable range. 

Senator Frrcvson. What is your top salary and what is the top 
salary of civilian hospitals? 

Dr. Press. | would not know the civilian top salary. Our salaries 
for nurses in the field grade service will run from $3,400 to $5,350, 
which would include the in-grade promotions. 

The starting salary for top grade would be $4,600. That would be a 
$1,200 spread. 

Senator Fercuson. Do you not know what civilian hospitals are 
paying? Don’t you watch that so that you are within the range, or 
do you just go ahead? 

Dr. Press. We know what the average salary is. You have asked 
me what the top level was. There is no limit in civilian practice. 
They can set whatever salary they like, but in general, our average 
starting salary for nurses in most parts of the country is higher than 
the comparable starting salary elsewhere. 
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Senator Frereuson. Is it, as they go along? 

Dr. Press. Then they begin to level out. Our top grade nurses 
begin to reach the same salary level as the civilian nurses in comparable 
positions have. 

Senator ELLenpER. What do they get besides the monetary relief? 
Do they get board and lodging? 

Dr. Press. No, sir; which is why a direct comparison is not possible. 
In many civilian institutions board and room is over and above 
salary. 

‘ tp y . 

Senator EttenprErR. The monetary salary may be much less, but in 
connection with each hospital there is a place where they can get 
board and lodging? 

Dr. Press. Board and lodging and laundry service, which items are 
considerable. They are charged against the nurses in our hospitals. 

General Gray. I can enlarge upon that by saying a certain per- 
centage of nurses’ quarters are made available on our grounds. The 
nurses that occupy that, including the chief nurse, pay a rental on the 
basis of the occupancy of that facility. 

Senator Frrauson. What kind of rent? Is it amortization and 
everything? 

General Gray. I will insert that in the record and give you the 
figure. 

Senator Ferauson. The same thing applies with regard to meals? 

General Gray. Yes, sir. 

Senator MayBanx. What about social security? 

Dr. Press. Our pay is subject to a 6-percent withholding for retire- 
ment. 

Senator Maybank. How would it compare with civilians? 

Dr. Press. That is higher than social security, which is 3 percent— 
1% percent out of the salary of the employee and 1% from the — r. 
Senator MAYBANK. They get the retirement based on the sal ary? 

Dr. Press. That is right. 

(The information requested is as follows: ) 

The minimum entrance salary of $3,400 per annum for the VA’s Department 
of Medicine and Surgery Nursing Service was established by Publie Law 349 
and became effective December 1, 1949. The justification for the bill submitted 
in House of Representatives Report No. 1316 identified the necessity for the 
increase in order to assure adequate and proper care for the disabled veteran 
and stressed the necessity for approval of the proposed bill in order for the VA 
to retain necessary medical personnel. Particular mention was made of the 
difficulty in recruitment and retention of nurses in the lower grades since, at the 
time of introduction of H. R. 6022, by far the greatest number of nurses leaving 
the VA went to the armed services and since at that time there was pending 
legislation to increase pay and allowances for all armed service personnel, con- 
siderable emphasis was placed on advantages which would accrue to members 
of the armed services such as free medical care, noncontributory disability and 


service retirement benefits and tax exemption of their quarters and subsistance 
allowance, 

At the present time the entrance salary of $3,400 for a VA nurse, junior grade, 
is distributed as follows: $204 of the total amount is withheld for retirement 
benefits; since VA nurses are required to live on the station whenever quarters 
are available, charges for quarters, subsistence and laundry range from $696 to 
$860 or more per annum depending on the type of nonhousekeeping quarters fur- 
nished and whether meals are served cafeteria style or waiter style. Federal tax 
must be paid on the full salary. 

While the advantages enjoyed by a VA nurse are undoubtedly in excess of those 
enjoyed by many nurses in private hospitals, it will be seen from the foregoing 
that the armed services still offer an attractive future to VA nurses or in compe- 
tition for recruitment of nurses. 
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In view of the VA’s moral and legal commitment for the care of veterans it 
would be exceedingly difficult if not impossible to fulfill that obligation if the 
competition for nurses was further increased by lowering the entrance salary of 
VA nurses. 

Senator SatTonsTALL. The salary that you have included in these 
figures that you have given us that show an increase, include all the 
necessary employees that you have to employ prior to July 1, 1952; 
is that correct? 

General Gray. That is correct. This takes care of the entire esti- 
mated payroll to June 30, 1952. I have indicated that most of this 
increase is due to staffing new hospitals. I will show you that on a 
chart. I think most of your questions are going to be answered by 
my charts here. 

With your permission I would like to insert here a statement which 
I think is very interesting. I believe it will be, to you. 
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PERCENTAGE DISBURSED FOR ADMINISTRATION 


I have some figures here which show the VA disbursements for the 
fiscal years of 1923 to 1950, inclusive, and for administration it totals 
$2,299,772,525, which is 4.37 percent of the total amount appro- 
priated. 

PERCENTAGE DISBURSED FOR BENEFITS 


For direct benefits it is $40,527,377,264, which is 80.15 percent of 
the total disbursements, and for indirect benefits, a total of $7,826,- 
388,326, which is 15.48 percent of the total amount appropriated. 


TOTAL AMOUNT APPROPRIATED SINCE 1923 


So that you gentlemen have appropriated and we have disbursed in 
the years from 1923 to 1950, inclusive, a total of $50,653,538,115 of 
which it only cost 4.37 percent of that for administration of those 
benefits and 80.15 of that total amount, or $40,000,000,000 has been 
a direct benefit to the individual veteran. 

Senator SALTONSTALL. You include in those figures the amount of 
hospital care? 

General Gray. Yes, sir. 

Senator SALTONSTALL. That hospital care is charged to what figure? 

General Gray. It is in this indirect figure of $7,826,000,000. 

Senator SALTONSTALL. That figure is in your hospital care and the 
first figure of direct benefits is direct cash pay-out? 

General Gray. That is correct. 

Senator Satronstatu. To disabled veterans in their various 
categories? 

General Gray. Yes, sir. 

Senator SatronstaLu. May I ask this question: Your increase in 
pensions comes from where? 

General Gray. Increased applications of men becoming eligible for 
them and increases due to the changes in the rates authorized by the 
Congress. 

Senator SatronstaLLt. How much is due to the change in ratings 
by the Administration? 

General Gray. I will have to insert that, sir. 

(The information referred to is as follows:) 
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The increase from fiscal year 1951 to fiscal year 1952 in the estimated require- 
ments for Air Force, Army, and Navy pensions’ budget is primarily a result of 
an estimated increase in the requirements for funds to pay non-service-connected 
pension benefits to living veterans of World War I. The estimate indicates an 
approximate $66,000,000 increase in required funds for pension payments to these 
World War I veterans. The estimate is based upon the assumption that there 
will be no changes in law nor in administrative regulations as to entitlement or 
rate. The increased requirement is a result of the estimated increased number 
of veterans becoming permanently and totally disabled due to non-service- 
connected causes, as a result of the advanced age of those veterans, together with 
an anticipated increase of less than 1 percent in the average monthly benefit to 
such veterans, as a result of increased numbers of them either reaching the age 
of 65 or having been 10 years on the pension rolls, thereby entitling them under 
existing law to the increased rate of $72 per month. 

Senator SatronsTaLu. I ask that for this purpose. The law is one 
thing and what you have done administratively is another thing. 

General Gray. That is correct, sir. That is, of course, determined 
by rating boards and boards of appeals, and covers the full gantlet of a 
very circumspect and thorough diagnosis of the case based upon the law. 


PAYMENT OF INSURANCE BONUSES 
(See also p. 764) 


Senator SALTONSTALL. My third question is on the insurance. We 
went into that in great detail last year with Senator O’Mahoney, sit- 
ting where Senator Maybank is sitting now. It is very difficult for 
me to understand. Why are you paying out more insurance bonuses 
this year? 

General Gray. Mr. Breining can answer that completely, but in 
round figures I can give you this general statement. 

Senator SALTONSTALL. How much does it amount to? 

General Gray. The dividend last year amounted to the sum of 
$2,800,000,000 and that brought the available payments of the sur- 
pluses available to pay dividends above the fund that must be main- 
tained against the liabilities—last year’s dividends include what year? 

Mr. Brernine. 1948. That is, up to the 1948 policy anniversary 
date. 

General Gray. Now, this dividend which we are paying this year 
comes for the years 1949 and 1950, and hereafter the dividends will 
then accrue like they do on your commercial insurance, on the anni- 
versary date of the policy. 

Senator SALToNSTALL. Then you have collected premiums more 
than enough to cover your reserves, cover your expenses and this 
would be a dividend that would go out on a cooperative insurance 
basis? 

General Gray. Yes, sir. 

Senator SALTONSTALL. Assuming the risks from Korea and else- 
where are very substantial, is that all calculated in? 

General Gray. Yes, sir. 

Senator SALTONSTALL. So what will happen is your dividend may 
be less in the future? 

General Gray. That is right. 

Senator SALTONSTALL. But your fund is maintained? 

General Gray. Yes, sir. 

Senator SALTONSTALL. That fund is invested in Government bonds? 

General Gray. In 3 percent special bonds in the Treasury Depart- 
ment. We accrue interest at 3 percent which is a part of that, as well 
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as the payments by the laws of Congress for the payment of premiums, 
because of special selected hazards of war. 

Mr. Brerntnc. The premiums are paid by the Government on 
aviation cadets. It is just by virtue of their status. 

Senator SatronsTaLL. Does the law require you to pay out this 
bonus in this particular year, where we are trying so hard to prevent 
inflation and all the evils of inflation? Is there any alternative? 

General Gray. You mean directive? 

Senator SatronsTa.Lu. No; alternative in your discretion? Have 
you any discretion as to whether or not this dividend should be paid? 

General Gray. I will have to ask Mr. Odom to answer that question. 

Mr. Opom. That is a legal question. It is possible that a policy- 
holder could force a dividend declaration, but I am not saying that 
that is necessarily so. 

Senator SaLtronsTaLu. The amount you are paying out this year is 
how much, again, in round figures? 

Mr. Brernina. The amount of the appropriation which we are 
asking for for 1952 is—— 

Senator Mayspank. No; the amount you are paying out—the 
dividend. 

AMOUNT OF INSURANCE DIVIDEND 


Mr. BrerntnG. The dividend we are contemplating paying out is 
$685,000,000. 

Senator SatronsTau. In the fiscal year 1952? 

Mr. Brerninc. That will run on a calendar year basis. It will be 
paid as of the anniversary date of the policy. 

Senator SALTONSTALL. You are not asking any supplemental appro- 


priation for 1951 for dividend purposes? 

General Gray. None of this money comes from appropriations. 

Senator MaysBank. That is one thing you ought to make clear here. 
A lot of people when they see that the veterans are going to get checks, 
think that the money comes from us. 

Senator SauronsTaLL. That $685,000,000 that you are going to 
pay out in the calendar year between January 1, 1951, and January 1, 
1952, General Gray, is there a possibility that there might be some 
discretion there? 

General Gray. I would not say that, sir. I would say it is required 
to be done, unless specifically denied by competent authority. 

Senator SaALTonsTALL. In other words, you feel as an administrator, 
that you are required under the present law to pay out that money? 

General Gray. Yes, sir. 

Senator SattonstauLu. Unless changes are made in the law? 

General Gray. Yes, sir. 

Senator Ferauson. Why did you delay in previous years paying it 
out? 

General Gray. I will be perfectly frank with you. If I have been 
advised correctly, our records were not in shape that we would know 
exactly what it was and who got how much of what. 


AUTHORITY FOR PAYMENT OF DIVIDEND 


Senator Frercuson. I wish you would set forth in this record the 
law that you claim compels you to pay it out this coming year, and 
how you can be sued, under what sections of the law. 
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General Gray. I will insert my legal opinion as contained in a letter 
to the Secretary of the Treasury with respect to this dividend. 

(The information referred to is as follows:) 

Aprit 3, 1951. 
The honorable the SECRETARY oF THE TREASURY, 
Washington, D. C. 

Dear Mr. Secretary: This letter is addressed to you pursuant to the request 
to the subcommittee of the Committee on Appropriations. United States Senate, 
and an identical letter is being addressed to Mr. Charles EF. Wilson, Director of 
Defense Mobilization, and Mr. William McChesney Martin, Jr., Chairman, 
Federal Reserve Board. The purpose of the request was to secure the opinion 
of the Secretary of the Treasury, the Chairman of the Federal Reserve Board, 
and the Director of Defense Mobilization as to the advisability or inadvisability 
of paying a special dividend on national service life insurance policies, during the 
current calendar year, as contemplated by the Veterans’ Administration. Specifi- 
cally, as I understand it, the committee desires to know whether the payment of 
such dividend which would amount to between $600,000,000 and $700,000,000 
would have a dangerous inflationary effect. 

I am sure that any consideration of this subject must necessarily involve legal 
principles as well as economic. 

The said national service life insurance policies are contracts (Lynch v. United 
States, 292 U. S. 571) and are not subject to termination or modification by statute 
so as to take away legally vested rights. The act under which such contracts 
were issued (National Service Life Insurance Act of 1940, as amended) provides 
that in issuing such policies ‘“‘provisions for cash, loan, paid-up and extended 
values, dividends from gains and savings, * * * and such other provisions 
as may be found to be reasonable and practicable, may be provided for in the 
policy of insurance or from time to time by regulations promulgated by the 
Administrator.” (38 U. 8. C, 802 (f)). The policies and the regulations contain 
the following: 

“‘A national service life insurance policy shall participate in and receive such 
dividends from gains and savings as may be determined by the Administrator of 
Veterans’ Affairs.” 

It will be observed that there is nothing in the statute or the regulations pre- 
scribing when or how frequently dividends shall be paid. Inasmuch as the poli- 
cies are on a participating basis, generally accepted principles of insurance law 
require that any surplus be distributed as dividends, and that determination 
should be made annually as to whether the dividend is pavable and if so, in what 
amount. However, during the period from 1940 to 1948, the exigencies of the 
war, as well as certain pending cases in the courts requiring decision by the Su- 
preme Court as to liability, all conspired to make it impossible for the Administrator 
to determine whether a dividend could be paid, or if so, in what amount. By 
reason of this fact a special dividend was ultimately determined some 2} years 
ago, and payments were made to the extent of over $2,500,000,000. That divi- 
dend was on all policies which had been in effect for a specified period of time up 
to the date of lapse, or if not lapsed, to the 1948 anniversary date of the policies 
then in effect. In like manner it is now proposed to pay a special dividend in 
the amount of $685,000,000 which will be on all eligible policies up to the anni- 
versary date in the calendar year 1951. Thereafter, it is the purpose of the 
Veterans’ Administration to determine annually whether, and in what amount, 
dividends are payable, and to pay same as is done on United States Government 
(converted) insurance, and generally by all mutual insurance companies. 

I am advised by the Assistant Administrator for Insurance and by legal counsel 
that the statute imposes a duty on me as Administrator to determine and pay 
such dividends, and that the matter is not one wholly within my discretion, 
particularly since it has been determined, and announced publicly, that there 
is @ surplus, 

In view of the circumstances and principles involved, I would appreciate 
receiving any expression of opinion you may care to make as to whether there is 
any objection, from the economic point of view or otherwise, to the payment of 
such special dividend at this time. 

Cart R. Gray, Jr., 
Administrator. 
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As to liability of the Government to suit, see 38 U. 8. C. 817: 

817. Suits in event of disagreement as to claims.—In the event of disagreement 
as to any claim arising under this chapter, suit may be brought in the same man- 
ner and subject to the same conditions and limitations as are applicable to the 
United States Government life (converted) insurance under the provisions of 
sections 445 and 551 of this title. (Oct. 8, 1940, 11 p. m., e.s. t., ch. 757, title 
VI, part I, sec. 617, 54 Stat. 1014; July 11, 1942, ch. 504, sec. 6, 56 Stat. 659; 
Aug. 1, 1946; ch. 728, sec. 14, 60 Stat. 788.) 

Senator Ferauson. I do not think the record is clear. As I under- 
stand the situation in regard to Korea, the battle casualties do not 
come out of your fund and never have? 49% 

General Gray. No, sir; those have come from appropriations. 

Senator Fercuson. Nor do the premiums of the extra hazards of 
war? 

General Gray. That is right. 

Senator Ferauson. The premiums do not cover administration? 

General Gray. That is right. 


REASON FOR HIGH PREMIUMS 


Senator Frerevson. Can you tell us why you are collecting so 
much more every year? Why is it that you collect from the veterans 
and then you know you are going to have to pay it out again? Here 
you have better than one half a billion dollars. How does that come 
about? 

General Gray. I think Mr. Breining can answer that better than 
anyone else. 

Mr. Brernina. The law prescribes that the premiums be based 
upon the American Experience Table of Mortality. We do not know 
positively that the amounts we will collect as premiums in a year will 
be in excess of the needs because we cannot foresee what the mortality 
or morbidity experience is going to be. We have a problem that is 
quite different from that of the average insurance company. We have 
a group of lives that are congregated together. I mean generally 
they are between the ages of 20 and 30 and then, too, they are usually 
covered only for a comparatively short period so if you have an 
epidemic of a certain kind that will hit the youngest ages, it well may 
be that the American Experience Table of Premiums will be inadequate. 

Senator Fercuson. Is that not why you keep this fund? Is not 
that the purpose that you have this fund set up for? 

Mr. Breinina. The purpose of the fund is to retain solvent what is 
essentially a mutual insurance organization. 

Senator Ferauson. On the basis that calamities do come? 

Mr. Breinina. Yes; but we cannot foresee one of those high 
mortality or morbidity periods and when it will strike us. Generally 
we have this group in for a short period. We do not have them in as 
in the ordinary insurance company, over a period of years, so that 
we do not have the same opportunity to average it out. The present 
premium rate is a protection to the Government as well as to the 
policyholders, and that is the particular purpose of charging a premium 
which is conservatively adequate. If we did have an excessive 
mortality rate, we would have collected the premiums to meet. it. 
In the 1918 and 1919 period when we had a flu epidemic, the mortality 
rate exceeded that of the American Experience Table in some instances. 
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If you are going to have a mutual fund, it does not matter a great 
deal what premiums you collect as long as the premiums are adequate. 
The higher the premiums the greater. the protection to the Govern- 
ment and the policyholders. 

Senator Fercuson. Who pays for the cost of sending out this 
$600,000,000? 

Mr. BretninG. That is paid by the Government. 

Senator Ferauson. And not paid out of the fund at all? 

Mr. Brernina. No, sir; that is according to the law. 


COST OF DISBURSING INSURANCE PREMIUM REFUND 


Senator Fercuson. What is the percentage of the cost? What 
does it cost the Government to send a check out? 

Mr. Brernine. On the 1948 dividend it cost us about $1 to handle 
an account. In that connection may I comment that we collected 
more overpayments made on other accounts than the cost of the whole 
dividend operation. 

Senator Ferauson. What do you mean? 

Mr. Bretnrna. I mean there were about $35,000,000 in overpay- 
ments on training pay, et cetera, a goodly portion of which we prob- 
ably otherwise would not have collected had not dividend payments 
been available. 

Senator Ferauson. What does that have to do with sending the 
checks out? 

Mr. Bretninc. If we had not paid a dividend, we would not have 
been in a position to have effected those collections. 

yeneral Gray. In other words, they deducted the value of what 
the man owed us from that which we owed him under the dividend. 

Senator ELLENDER. Where does that money go? 

Mr. Brernine. It goes back to the appropriation from which it 
was paid. 

Senator ELuenpEeR. There would be no other way other than the 
method you state? 

Mr. Brernina. In all probability we would not have collected it. 
We would be in a position to collect it from other benefits, provided 
other benefits were payable, but in most cases, probably no other 
benefits would be payable. 

Senator ELLENDER. Could you give us an example of those debts? 

General Gray. Mr. Odom can give a quick example. 

Mr. Ovom. We collect a good many debts by voluntary repayment, 
of course. Some we collect by suit where a person is answerable in 
judgment. 

But, as Mr. Breining states, in a great many cases, we do not 
collect. We do not know how many cases, but from experience, we 
can say that in a great many instances these overpayments which have 
been made under various acts or various parts of the so-called GI bill 
probably would not have been paid voluntarily, or otherwise, except 
for the fact that we had these mutual accounts as between the Gov- 
ernment and the insured, whereby the Government is authorized by 
law to offset and recover any amount owed. 

Senator Etuenper. Do these come about from overpayments by 
some Department of the Government? 


22 INDEPENDENT OFFICES APPROPRIATIONS, 1952 


Mr. Ovom. Only the Veterans’ Administration. We cannot 
collect, the law does not permit us to collect, overpayments arising 
out of any law other than those administered by the Veterans’ Adminis- 
tration. These overpayments arise in the training program, because a 
man leaves his training and the check goes forward and he does not 
return it, but cashes it. 

They arise sometimes because of the overpayment of pensions or 
compensation. Sometimes they arise. under the guaranty program of 
the Servicemen’s Readjustment Act, because of foreclosure, forfeitures, 
et cetera. They come up under any of the laws we administer, includ- 
ing the guaranty of commercial insurance policy premiums while the 
persons were in the active service under the Soldiers and Sailors 


Civil Relief Act. 
QUESTION OF TENDENCY TOWARD INFLATION 


Senator SauTronsTALL. General Gray, have you discussed this 
question with Mr. Wilson or President Truman or Mr. Snyder or 
any of these people who are interested in holding down inflation? 

General Gray. I have not approached them and they have not 
approached me. 

Senator Satronstauu. If this can be held up properly and I am 
not saying it should or should not, by or through an Executive order 
or through an order on your part, would it not be helpful to approach 
these people? 

General Gray. You understand about $600,000,000 will be put in 
circulation as a result of this action, which is required by law. 

There is one additional answer I would like to give Senator Ferguson 
that may clarify some thought in his mind in connection with that, 
and that is this: that the amount of the premium is based on the 
American Table of Experience which we are required by law to use. 

Senator Ferauson. But that is based on the whole cost of the 
insurance. You do not have the administration or anything else 
out of it. 

General Gray. That is what the law says for us todo. That might 
have been considered at the time the law was passed. 

Senator Frereuson. It is on a different basis? 

General Gray. That is what the law tells us to use. 

Senator Fercuson. Why have you not come up and recommended 
that we change the law so that you collect the amount of premiums 
that should be collected, so that $1 could be saved on every check? 
Why do you not recommend to us that we change this particular law, 
and you tell us the amount? 

General Gray. I will be very glad to furnish you all the information 
necessary. 

Senator SALToNsTALL. Would you be willing to discuss with some 
of those top officials who are hammering us every day to help them 
eliminate inflation through legislation? We will agree here you are 
putting $685,000,000 out of a Govwuinent deficit because these bonds 
are part of the Government deficit, and you are putting that into 
circulation. 

General Gray. I would agree with everything except the Govern- 
ment deficit part. 
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Senator SALTONSTALL. That brings in a new factor. Would you 
be willing to discuss that question? 

General Gray. I would. 

Senator SALTONSTALL. Would you be willing to send the chairman 
your answer, to avoid coming back here again? 
~ General Gray. I would. 1 will do two things, if this is pleasing to 
you: I will be very glad to address a letter to Mr. Wilson today and 
forward the chairman a copy, and give you his reply. 

Senator SALTONSTALL. And also Mr. Snyder. 

General Gray. Yes, sir. Would you like me to address both of 
them? 

Senator SALToNSTALL. I would say the Chairman of the Federal 
Reserve Board, Mr. Synder, and Mr. Wilson. 

General Gray. I would be very happy to write those three letters 
this afternoon. They will each be similiar. 

Senator Fercuson. Could I ask you how you got the cash to pay 
out? 

SOURCE OF CASH REFUNDED AS INSURANCE DIVIDEND 


General Gray. The cash comes from three sources, sir. The cash 
comes from the premiums paid on the policies by the holders of the 
policies. 

Senator Fercuson. But you invest that as soon as you get that? 

General Gray. The cash comes from the premium payment. That 
is deposited with the Treasury of the United States, and by law draws 
3 percent interest. Second, it comes from certain appropriations to 
reimburse the fund for certain extra hazards and deaths incident to 
the provisions of the law. 


Senator FerGuson. Do you pay the veteran interest at 3 percent 
on his money? 


yeneral Gray. No, sir. The fund earns 3 percent interest, under 
the law. 

Senator Ferauson. Therefore he gets his proportionate share? 

General Gray. He does, when the dividend comes in. The fund 
is made larger by virtue of the accrued interest. 

Senator Feracuson. You really have to sell bonds to get the cash 
to send it back to him? 

General Gray. I do not know what the Treasury does, sir. I know 
the law specifies he shall have these funds. He has special bonds, 
drawing 3 percent. 

Senator Fereuson. He must cash those to get the money? 

General Gray. I presume he does. 

Senator Frereuson. I would like to have you put in the record back 
where we talked about two-thirds of the veterans in the hospitals whose 
illnesses are not service-connected, the certificate or the statement 
that a man makes to get a bed in the hospital. 
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CERTIFICATE EXECUTED BY VETERAN REQUESTING HOSPITALIZATION 
(See p. 13) 


General Gray. I will be very happy to do that. 
(The certificate referred to is as follows:) 


Budget Bureau No. 76- Root. 
Approval expirex' 7-3) -50. a 


APPLICATION FOR HOSPITAL TREATMENT | fais ccc’ can nc crpinal ars cfd toy a edsahone 
OR DOMICILIARY CARE 


1. | HEREBY APPLY TO THE VETERANS ADMINISTRATION FOR (check) 


CO posprrat TREATMENT CO vomicniary cane 
3. LAST NAME—FIRST NAME—MIDOLE INITIAL (please print) 


4. HISTORY OF ACTIVE MILITARY OR NAVAL SERVICE IN (D army O nav Dawse MARINE CORPS ne COAST GUARD 


irae 


SERVICE SERIAL DATE DATE 
nO. ENLISTED PLACE ENLISTED DISCHARGED PLACE DISCHARGED 


ae AND 
ORGANIZATION 


5. F YOU SERVED UNDER A NAME OTHER THAN THE ONE USED IN THIS APPLICATION, INDICATE SUCH NAME AND PERIOD OF SERVICE 


a RR 


6. PERMANENT ADDRESS 64. PRESENT HOME ADDRESS 


7. NAME OF PERSON TO BE NOTIFIED IN EMERGENCY 7 @. RELATIONSHIP | 70. ADORESS 


(The following data are for administrative purposes and are not used for determination of eligibility) 
| 9. DATE OF BinTH | 10 “TI. MARITAL STATUS (eheck) | 12. sex 
(2 since (C0 manreco D wae 
{OC oworceo [Cj wivowen | C) remaue 


14. HAVE YOU RECEIVED FROM VETERANS ADMINISTRATION 15. iF REPLY TO ITEM 14 IS “YES.” STATE WHERE AND MOST RECENT DATES OF EACH 


HOSPITAL 
(CO TREATMENT (2 vomicmiary care 


16. OCCUPATION 17. SOCIAL SECURITY NO. 18, AGEOF SPOUSE | 19. AGE OF YOUNGEST | | 20.0 DEPENDENTS OTHER THAN SPOUSE AND 
CHILO CHILOREN (spect/p) 


21. LOCATION OF OFFICE HAVING 22. HAVE YOU FILED CLAIM FOR OR DO YOU RECEIVE | 23. IF ITEM 22 IS CHECKED, LIST DETAILS 24. MONTHLY AMOUNT 
CLAIMS FILE RECEIVED 


|! oO COMPEN. oO PENSION 0 nn 


SATION ' 


3 LENGTH.OF TIME IN STATE 2B. LENGTH OF Timi TIME IN COMMUNITY 27. WILL YOU REQUIRE TRANSPORTATION AT GOVERNMENT EXPENSE? 
asi Ovs Ono 


2 1 DESIGNATE THE FOLLOWING PERSON OR PERSONS IN THE ORDER USTED TO RECEIVE Ali my PERSONAL PROPERTY LEFT ON PREMISES UNDER THE CONTROL OF VA AFTER LEAVING SUCH 
PLACE OR THEREON SITUATE AT THE TIME OF MY DEATH 





(Uf application ‘s for a condition resulting in discha for disability incurred 23 a. NAME AND ADORESS OF AGENCY OR ORGANIZATION 
in line of duty, or adjudicated service-connected by VA, iteme 29, 30, 31, and 
33, need not be completed ) 


2. ARE YOU ENTITLED TO HOSPITAL CARE BY MEMBERSHIP IN ALOOGE. SOCIETY, COMMUNITY GROUP 
TREATMENT PLAN, ETC? 


(If answer is “yes,” complete tem tia) ves ss) no 


30. ARE YOU FINANCIALLY ABLE TO PAY NECESSARY EXPENSES OF HOSPITAL OR DOMICILIARY CARE? | 31. ARE YOU ABLE TO PAY TRANSPORTATION ON REPORTING FOR ADMISSION AND ON 
Owes o- DISCHARGE? [> ves ("0 
2. | AGREE to accept transfer to enother hospital, or my home, if in the opinion of the medical staff of this hospital such transfer is deemed expedient. 1 under- 


— wg te and answers on this form ead the printed provisions on the reveree side hereof, including the penalty provided for making a false statement 
euswere to all questions are true and compicte to the best of my knowledge and belies. 


(This application must be signed in all cases ) sninittieminadiiedias poubesensasseqndbene 
(Signature of ‘applicant o of representative) 
33. Subscribed and sworn te before me this ............ — 0 OO CO ncccccccvecocccccccnccscctawoccetone seccnscosecocococosoncesosncostenes, Wiese 
Wee ccaccceecccsne eeccence codapeastcccscés esos erccecescecces «++» Claimant, to whom the statements herein were fully made known and explained, 
I certify that the questions and answers thereto have, in my presence, been 


O read to (1) read by the claimant, ececccceces: oar enecesscsecces nosanaressensnesesenscceees eoccsweccosascosse 
(Notary Public) 


APPLICANT SHOULD NOT WRITE IN THIS SPACE 


ADMITTED FOR 
(CD wosprran TREATMENT (CD vomensany care | C) se OD ase 


aa eae 1Q—P—10 Existing stocks of VA Form 10-P-10, Nov 1947, will be used. 
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35. NAME OF FATHER 36. BIRTHPLACE OF FATHER 








v7. MAIDEN NAME OF MOTHER 38. BIRTHPLACE OF MOTHER 








PENAL PROVISIONS APPLICABLE TO TITLE I, PUBLIC NO. 2, 734 CONGRESS 


Section 15. Any person who shall knowingly make or cause to be made, or conspire, combine, aid or assist in, agree to, arrange for, or in anywise procure the 
making or presentation of a false or fraudulent affidavit, declaration, certificate, statement, voucher, or paper, or writing purporting to be euch, concerning any claim 
for benefita under this title, shall forfeit all rights, claims, and benefits under this title, and, in addition to any and all other penalties imposed by iaw, shall be guilty of 
@ misdemeanor, and upon conviction thereof shall be punished by a fine of not more than $1,000 or imprisonment for not more than 1 year, or both. 


NOTE.—This application is made with notice of Public Law No. 382 approved December 28, 1941 (38 U. S. Code 17-17j) which in effect provides thet upon 

the death of any veteran receiving care or treatment by the Veterans Administration in any institution leaving no widow (widower), next of kin or heir entitled to 

»herit, all personal property, including money or balances in bank, and all claims and choses in action, owned by such veteran, aad not disposed of by wil! or other- 
wise, will become the property of the United States as trustee for the Post Fund. 


MEDICAL CERTIFICATE 


NOTE. HISTORY, SYMPTOMS AND PHYSICAL FINDINGS MUST BE RECORDED IN SUFFICIENT DETAIL TO CLEARLY SUPPORT THE DIAGNOSIS. IF ADDITIONAL SPACE IS NEEDED, ATTACH 
PLAIN SHEETS OF PAPER, 


39. BRIEF HISTORY 





ee 
4. SYMPTOMS 





eT eS 


41. PHYSICAL, LABORATORY, AND X-RAY FINDINGS 





42. DIAGNOSIS (See note to examining pysicion doce) 








Check one 


43. IS APPLICANT AMBULANT? 44. IS APPLICANT MENTALLY COMPETENT? 45. METHOD OF | HAVEL 46. WILL APPLICANT NEED AN ATTENDANT 
DURING TRAVEL? 











47. NAME AND ADORESS OF PROPOSED ATTENDANT | 40. 1S ATTENDANT A RELATIVE OF THE APPLICANT? 


CO) ves Ono | Oves 0 wo | Orem Oleus [) avrouosne Oves no 


if 0 ves 


-- - a 
49. SIGNATURE OF EXAMINING PHYSICIAN SO. DATE SI. ADDRESS OF EXAMINING PHYSICIAN 


} 6O 


Leeched 











52. (To be Completed by VA Personne! Only) 














LEGAL ELIGIBILITY R&P AUTHORITY l MEDICAL ELIGIBILITY 
Oeiciwe CZ ineuicieve | () cucrece DO treuciece 
SIGNATURE OF ELIGIBILITY CLERK SIGNATURE OF MEDICAL OFFICER 





INSTRUCTION.—If this application is to be referred from VA station to which originally submitted, stamp name and address of referring VA 
station in this margin 


©. 5. GOVERMENT PRINTING OFriCR §=©— 10-——-S0244~-1 





26 INDEPENDENT OFFICES APPROPRIATIONS, 1952 


TOTAL NUMBER OF HOSPITALIZED VETERANS OF VARIOUS WARS 


Senator ELLenper. In connection with that, I wonder if you would 
be good enough to let us know percentagewise the number of veterans, 
let us say, from the Spanish-American War, that obtain service in 
these hospitals; in fact, for each war? 

General Gray. I think there are 10 left of the Civil War. 

Senator ELLENpDER. They get service? 

General Gray. My last figure in my memory is 540 veterans of the 
Indian wars from 1860 to 1890. We have approximately 114,000 
Spanish-American War veterans and we have approximately 3,500,000 
World War I veterans, and approximately 16,000,000 World War II 
veterans. 

(The information is as follows:) 


VA patients in VA and non-V A hospitals, Feb. 28, 1951 





| 

| Total Orher Genaral 
ari ee rea ~ ;, | psychiatric; medics 
Period of service TB Psychotic and neuro- and 
Number Percent logical surgical 


World War IT 52, 415 4 ‘ , 3, 972 17, 241 
wera Wer i...... | 5, 55 " 775 , ae 2, 518 
Spanish-American War! 2, 6 192 
Other wars ? | 4 5 
Peacetime service.____....... 
Executive Order 101223 
Nonveterans 
106, 127 


1 Estimated. Includes veterans of Boxer Rebellion and Philippine Insurrection. 

3 Estimated. 

3 Includes retired personnel of the Armed Forces without entitlement to VA hospitalization or not exer- 
cising such entitlement who are hospitalized by VA under Executive Order 10122. 


VA PATIENTS IN ALL HOSPITALS 


Senator ELLeNpER. Most of those are not service-connected? 

General Gray. The hospitalization that we have is, as indicated 
previously, 334 percent of service-connected cases. I would like to 
insert for you gentlemen the full statement of what the general 
medical and surgical is, what the tubercular is, and the nouro- 
psychiatric is, because those vary materially from the standpoint of 
service and non-service-connected cases. 

Senator MayBanxk. Without objection, that will be done. 

(The information referred to is as follows:) 
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TaBLe 1.—VA patients in VA and non-VA hospitals 


i j 


% 
# 
_. 
Ri 
4 
fe 
2 
5 
g 
4 

















| + : 
Total | Service-connected ae 
Date and hospital group ee ad fe est ee hat 
Number Percent; Number | Percent} Number | Percent 
! | } 
cmiontniesiete ——|- — —-——-—— — 
2 All hospitals: 
» DE. . nena nncatddlabenbcoces | 107, 073 100 35, 919 34 71, 154 66 
a Bem ooki icone <td fie noose 102, 303 100 34, 596 34 67, 707 66 
s EE igh Sele t ac wnat coke pies cena 108, 122 100 36, 761 34 71, 361 66 
te FRE Fo @ co kbs « ccngcnch veewcoce | 112, 600 100 38, 284 34 74, 316 66 
e VA hospitals: | 
% Shean cabdapdbacsoud | 94, 890 100 31, 425 | 33 | 63, 465 67 
: So cids Khas cccodidbdnocnese 92, 921 100 30, 921 33 | 62, 000 67 
j FE EE aide bow cess ckdesbance. 100, 128 100 33, 042 33 67, 086 67 
Fe I cco he Gino v ec ctitdece<oses | 107, 840 100 35, 587 33 | 72, 253 67 
Non-VA hospitals: | 
PS abn Bb ence ct dddbohbucosd | 12, 183 100 4, 494 | 37 7, 689 63 
FEE HE w on dnb nccce cusbdepe- i 9, 382 100 3, 675 | 39 5, 707 61 
DE TIE Uo hc oben acne cilbe vile owen 7, 994 100 3, 118 39 4, 876 61 
SUG FI So wo Sa Nb cic ntld ibacuss 4, 760 100 1, 856 39 | 2, 904 6l 
| 














1 Estimated and based on average daily patient load aoa fiscal year. 


TABLE 2.—VA patients in non-V A hospitals 





| 




















| 
Total Service-connected | grin 
Date and hospital group PERI NS F eee AE ee 6g 
| | | 

Number | Percent; Number | Percent) Number | Percent 

j | | | | 

4 anssieil | | 

f All non-VA hospitals: | | 
1949 acminawnesdenbes aapaes 12, 183 100 4, 494 | 37 | 7, 689 | 63 
SEE cetadanende stbcdthwknne quidsgss ? 9, 382 100 3, 675 39 | 5, 707 | 61 
TRUE Sec bios casesses ei aamn sh 7, 994 100 3, 118 | 39 | 4, 876 | 61 
19521. 4, 760 100 1, 856 | 39 | 2, 904 | 61 

Other Federal Government hospitals: ? | 
< LOGE dik diie eon Gsbbe< nas dadvcilosseoal 7, 732 100 1, 520 | 20 | 6, 212 | 80 
a See ee pda baldba dnc 5, 278 100 1, 047 | 20 | 4,231 | 80 
& LOBE Bin sgn sane sendnee enn dndtnee-esee] 4,477 100 | 895 | 20 | 3, 582 | 80 
19521. 2, 666 100 521| 20} 2, 145 | 80 

Other Government and private hospitals: 3 | | | 
s Oo ee phanseuhdihoweboad da 4, 451 100 2, 974 | 67 41,477 33 
2 1950 dh ce sin a 4, 104 100 2, 628 | 64 41,476 | 36 
To) es jonahstihascapsialesb<nnendl 3, 517 100 2, 250 | 64} 41,267 | 36 
BONS Pcieabde dnavnds these vee debdienits duke : 2, 094 100 1,335 | 64 4759 36 

| | | 





1 Estimated and based on average daily patient load throughout fiscal year. 
? Army, Navy, etc. 
8 State, county, municipal, and city-county. 
‘Includes female veterans, veterans pursuing vocational rehabilitation under Public Law 16, some 
* veterans having service- -connected disabilities but requiring hospitalization for non-service-connected dis- 
¢ abilities, and veterans hospitalized outside the continental United States. 
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TABLE 3.—VA patients in VA hospitals, by type of hospital 


Non-service- 
Total Service-connected connected 


Date and hospital group 


Number | Percent; Number | Percent}; Number | Percent 


VA hospitals: 
June 30, 1949 94, 890 
ee ae i 92, 921 30, 921 
June 30, 1951 ! 100, 128 33, 042 
June 30, 1952! 107, 840 35, 587 
TB hospitals: 
June 30, 1949 7,010 2, 758 
ED cnccd taal aetubbembument 6, 727 2, 198 
June 30, 1951 ! e x 7,108 2, O85 
June 30, 1952! ‘ 7, 300 3, 066 
NP hospitals: 
47,871 21, 403 


June 30, 1950__. SRE SE SS REESE 47,835 22, 197 
June 30, 1951! 49, 286 23, 164 
PD eo ck cdsenbncsmes 50, 140 24, 067 
General medical and surgical hospitals: 
June 30, 1949 40, 009 7, 264 
June 30, 1950 38, 359 6, 526 
June 30, 1951 ! 43, 734 6, 893 
June 30, 1952! 50, 400 8, 454 


eee RABS 
88 S882 SSse 


SiS eaee 


1 Estimated and based on average daily patient load throughout fiscal year. 


TaBLE 4.—VA patients in VA hospitals, by type of patient 


Service-connected ae aon 


Date and type of patient 


Number Percent 


Total patients: 
PD iis oct so aan'd Uhualmanedl 94, 890 , 428 33 63, 465 
JUS OE OM, «wc ccdnn cnc cu cece Jou 92, 921 30, 9% 33 62, 000 
June 30, 1951 1_. 100, 128 33, 042 | 33 67, ORG 
PES Seng Winainncnsb lb ace 107, 840 5, 58 33 72, 253 

Tuberculosis: 
June 30, 1949 ae 12, 611 > 7, 386 
June 30, 1950 “ 12, 442 , ORG 35 8. 353 
June 30, 1951! 14, 017 » oon 8, 704 
June 30, 19523 ; 15, 098 : 9, 453 

Psychotic: 
June 30, 1949 45, 887 21, 152 24, 735 
June 30, 1950 45, 503 21, 87! 23, 628 
PD PE la oii ctud Sacmindwdeeebde 47, 062 , OF 25, 031 
June 30, 1952 '__. ; saa 50, 685 23, 69 26, 995 

Other psychiatric and neurological: 
eee eee 6, 493 : 4,771 
i ts a ce eataeeue 6, 050 , 59F 5 4, 455 
| ere 7, 009 8 5 5, 202 
June 30, 1952 ?__...___.- 8, 627 : 6, 450 

General medical and surgical: 
June 30, 1949 29, 899 , 826 é 26, 073 
I ae 28, 926 3, 36% : 25, 5f4 
June 30, 1951 1_...___- ie 32, 040 3, § ; 28. 059 
PS Ay SE Risk once dveccduccce ~_ee ; 29, 355 | 











1 Estimated and based on average daily patient load throughout fiscal year. 
HOSPITALIZED VETERANS OF SPANISH-AMERICAN WAR 


Senator ELLENDER. What is the general ailment of, let us say, 
Spanish-American War veterans? Is it in any wise connected with 
their service to the Government? 

General Gray. I cannot answer that question, but I have the rec- 
ords which will give it to you. 

(The information is as follows:) 
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DISABILITIES OF HosPITALIZED SPANISH-AMERICAN War VETERANS 


Data on specific disabilities of VA patients in hospitals, by age group, are based 
on a special census of January 31, 1950. The disabilities of patients 65 years of 
age or older (among whom practically all Spanish-American War veterans are 
included) are distributed as follows: 


Disability 
Percent of total patients 
65 years of age or oldeg 
a I SUNIL INS COO i nk ik on bw heen enaasinre 9. 6 
enn Sar rene ere el ON Oe ee ee ee 4.7 
ee ete -wee SOQUSING. «oc. Se Sie i. be De loa a. 22 4.4 
ee eae bikie Sa — 5 
Fre or a a saris oe = ih Cie ws Kile’ go Wien Si cain w mee le ee @ oe es 6. 2 
Peg. oo eee Ese SeSsoLS eka oa 5. 9 
le a6 hh boa a hd elaceh <stghd hist nei tba dee eee est as 3 
Allergic, endocrine system, metabolic, and nutritional diseases._--_-_____- 2.5 
SIRINUINS, 53453. 5s. Sus JPOP. Lele US ie ee sia Le ‘ 1. 6 
PMR e Sess ences be PGCE ha nde sa oni weeded wes betas g 
Diseases of blood and blood-forming organs____..__._________- eens 0. 7 
Mental, psychoneurotic, and personality disorders. ._............------ 36. 8 
ater Sed ene burs ide mnie beta Re Whe wa 4 — eu budeehs sane 
Pe a 2s os Se sersice Ss Aah dalek th oh ca Ss Glo oh Go ea ea ‘ 6 
Diseases of the nervous system________...--- ‘ si i 2 
Vascular lesions affecting central nervous system_________- pleas 1 es 
All othéf........- eee a itaise ernie war eeae Rae s aalieta tn be tones ba 3. 2 
Diseases of the sense organs___..._.. ___._..____- faust Bae 1.3 
Diseases of the circulatory system____.___.__- i kia ad vallaathalenae euls eaeoe 15. 8 
Arteriosclerotic and degenerative heart disease________-_-- 7.0 
Hypertensive disease______- Po aed J ' 3.4 
General arteriosclerosis_.._............_-_--- . Ss 3. 8 
BE OUI isis wich ‘ a ctghtntats sede ‘ L 1. 6 
Diseases of the respiratory system. __-__-__ Pensa aa eae 3. 1 
Diseases of the digestive system 4.3 
Diseases of the genitourinary system S.a¥'s. at 4.6 
Diseases of the skin and cellular tissue Ba ae 1. 4 
Diseases of the bones and organs of movement_ - si a see 2. 4 
Congenital malformations 2 : ; oe 
Senility and ill-defined conditions C 1.5 
Accidents, poisonings, and violence_ _- ; 2. 6 
Ne tier ie a ah aa? al es in ec aes ae Science Gniiaeaaed 100. 0 


Senator ELLENDER. What is the general ailment? 
_ General Gray. They are 74 years old on an average. That is the 
Spanish-American War veterans. 


QUESTION OF ABUSE OF SERVICE 


Senator ELLenpER. Do you find the relatives of some of these men 
try to use the hospital to more or less get rid of them? 
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General Gray. I would not say that. 

Senator ELLtenper. Do you find any abuses among the applicants? 

General Gray. I would not call them abuses. I think that this is 
a fair statement of fact. I think the veterans as a whole recognize 
they are getting the very best possible medical care in the world if 
they come to a veterans’ hospital. I am in receipt of constant letters 
of praise on the service and medical care they are receiving. Secondly, 
I think it is the ordinary veteran’s firm and heartfelt belief that that 
has been provided for him by virtue of his service in the Armed 
Forces, and he is entitled to it; therefore, he takes advantage of it. 
There is a combination of the two, sir. 

Senator ELLenpeER. That is all. 

Senator SaALronsTaLL. If my memory is right, your father was a 
great railroad administrator and you have been a good railroad 
administrator. Railroad figures are very complicated. You come in 
here and tell us that you have cut your budget. That is fine. You 
have got some increases. I would like to ask why your readjustment 
benefits are not cut more, due to full employment, et cetera? If you 
had a good railroad operation, and you saw a cut, you might ask why 
you could not cut more. 


REDUCTION IN MISCELLANEOUS BENEFITS 


General Gray. Well, Mr. Senator, if you will remember the re tuc- 
tions that I gave you a moment ago, miscellaneous benefits had a 
reduction of $47,500,000. 

Senator FerGuson. But there is full employment. 

General Gray. These of course, are all under miscellaneous benefits. 

Senator Ferauson. Did you get this budget before Korea? That 
is when it was made up? 

General Gray. This budget was made up in September of last 
year and has been revised so as to bring it as near current as we now 
know how to do it. 

senator SALTONSTALL. The figure I had in mind was you have under 
.951 fiscal year $2,505,600,000 and for the appropriation estimate / 
for 1952, $1,211,000,000 with obligations of $1,528,000,000, the differ- 
ence to be made up through the carry-over of the unobligated balance 
Why could we not cut that figure further in view of present conditions? 

Mr. Moore. If you will look on page 19 of these hearings, it brings 
that cut. We have recommended a reduction of $200,000,000. 

Senator SatronstaLu. I have just been shown that figure. You 
have recommended that figure be cut a further $200,000,000? 

Mr. Moore. That is correct. 

Senator SALTONSTALL. You will stand by that? 

General Gray. Yes, sir. 

Senator SaLTonstTaLL. Is that reflected in the original calculation 
you gave? 

General Gray. Yes. It is reflected in the original calculation and 
reflected in the figure I gave you here. 


Senator SALTONSTALL. So if the House does not reflect that figure, 


we can reflect it over here? " 
General Gray. That is correct. 
Senator SALTONSTALL. Without detriment to the veterans’ organ’- 
zation? 
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General Gray. That is right. 

Senator SartonsTaLL. May I ask one more question, which I realize 
is difficult to answer? I do not want to ask it in any way that would 
prejudice anybody. 

Can the funds for this hospital construction that you are building 
in 1952 and 1953 be put forward, so as to lighten our burden, as far as 
this year is concerned? Could the construction be slowed down with- 
out any detriment? You said 91 percent of your beds were occupied. 

General Gray. Mr. Senator, we are between the devil and the deep 
blue sea without indicating which. 

These veterans are asking and demanding hospitalization in various 
parts of the country. Our policy, by virtue of that demand on us is to 
finish these hospitals as early as the practicability of the situation 
makes it possible. 

Senator SatronsTaLu. Then it is a fair statement to say that you 
have that very much in mind and you will do it if you can? 

General Gray. What delay? 

Senator SALTONSTALL. Slow it down. 

General Gray. We have not made any attempt to slow down the 
construction. 

Senator SALTONSTALL. Because you believe it can be done without 
detriment to proper cases? 

General Gray. I think this is a statement of fact: that if at any 
tim ‘he veterans needed hospitalization facilities by virtue of the 
world conditions, that they ought to be provided and ready. 

Senator Sarronsta.y. We agree with that. 

General Gray. That is the only statement I make. 


QUESTION OF FURTHER REDUCTIONS 


Senator Sauronstauu. Are there any of the figures in this very 
substantial request of $4,455,000,000 that you can voluntarily suggest 
to us that we can cut down, beyond the $200,000,000? 

General Gray. No, sir; we have gone into this thing just as caf 
‘iw as we know how and, based on our experience, we feel this is! 
the least amount of money that we can get by with, in order to carry 
out the responsibilities imposed upon us by the law. Whatever may 
come as a result of additional acts of Congress as a result of the 
Korean situation, will have to be over and above this. 

Senator MayBank. We have been covering quite a few subjects 
here. You said, General, that you had certain charts to show us. 

General Gray. I have. 

Senator MaysBank. I want to ask a lot of questions about the GI 
bill myself, but perhaps you should proceed. 

General Gray. Regional offices in the Veterans’ Administration are 
in each of the States. They amount to a complete Veterans’ Admin- 
istration administrative office, covering the area in which it is 
authorized to act. 

Senator ELLENDER. Why is it necessary to have two offices in 


Florida? Why cannot you combine that and maybe save a few dollars 
9 
eC! 


f 
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CLOSING OF VA OFFICES 


General Gray. I have tried to close VA offices. I will get to that 
in a moment, Senator. The criticism and the uproar is so great as 
to make it impossible for me to do it. 

Senator ELLeNpDER. Criticism from whom? 

General Gray. From everybody. 

Senator ELLENDER. Wanting the office to remain there so as to 
save a few jobs; you mean? 

General Gray. Yes, sir; and to render service to the veterans, so 
they will not have to travel too great a distance. 

Senator E.tenper. How much would you save if you were to 
close one of those offices in Florida? 

General Gray. I cannot give you that figure offhand, but I will 
be very happy to give you the total expense involved in connection 
with the operation of that office, and insert it here. The actual cost 
of operating Miami regional office during fiscal year 1950 was 
$1,909,762 and the costs for Pass-A-Grille during the same year was 
$4,137,404. 

Senator Mayrank. Let me suggest this, and I happen to know 
something about this: 

I was told that if you close the office you would save the employ- 
ment of one man and that the Government would have to pay for 
that man’s transportation coming from Key West, traveling up the 
State, which is some 700 miles long. They would have to pay more 
money on the travel expense item to the veterans who would go to 
the VA office than if the other office were maintained. I happen to 
have been down there and I was told that. 

General Gray. That is true, Mr. Chairman. 

Senator Maypank. So that when you save in salary you spend 
money on transportation for bus or railroad travel for the veterans 
who are going to the office for service. 

General Gray. In certain instances. 

Senator Maypanxk. A doctor down there told me that in his judg- 
ment you would not save money over the long run. 

General Gray. The VA office at Key West is an illustration. It is 
a contact office. The man comes in there for information and to get. 
forms and find out what he is entitled to have. 

Senator Maypank. And to go to a hospital, if necessary. 

General Gray. And find out where the hospital is that he is to go to. 

Senator MayBank. The Government would have to pay his expenses 
to where he would have to go? 

General Gray. No, sir; not in that instance. In certain instances 
where, after certain facts have been determined, and he is then ordered 
for an examination, then we would have to pay his expenses. 

Senator ELLENDER. General, have you made a sufficient study of, 
let us say, the Florida situation, or any other situation wherein, in 
your opinion, money could be saved by closing up an office? 

General Gray. We have made a change in that budget statement, 
page 6, where we were directed, in the preparation of this budget to 
cut out all one-man contact offices. Very frankly I do not think that 
that was a proper measure of utilization. I went back and hit upon 
a new formula, which is that east of the Mississippi River the question 
of the number of calls by veterans per month and west of the Missis- 
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sippi River another figure was to determine whether or not the office 
should stay open. On that basis that waneet is NOW, presented on a 
formula of 450 calls per month east of the Mississippi River and 350 
west of the Mississippi River. That is what I am preparing to show 
you here. ee 

Senator ELLENDER. You stated because of criticism you did not 
combine the two Florida offices? 

General Gray. That is right. 

Senator ELLENDER. Is it your view by combining them you could 
make a sufficient saving? 

General Gray. It is my honest view that there is superlative service 
being rendered by the number of offices that are now open. 

Senator MayBank. What about the Florida situation? 

General Gray. It is a long thin State with a lot of transportation 
needed. I personally directed that the Key West office remain there, 
even under the other picture. If you let me show these charts, I think 
they will answer many of these questions. 

You will recognize these offices in the Philippines, Puerto Rico, 
Panama, and Hawaii that are listed here. 


VA DISTRICT OFFICES 


Here is what are known as district offices. When the organization 
was set up to administer the many laws passed in the last 5 or 6 
years, the original organization of the Veterans’ Administration estab- 
lished branch offices in which a deputy administrator was in charge 
and it included a full staff and administrative organization, including 
the insurance office and the files, the policies, all of the records incident 
to veterans in certain geographical areas, plus the death claims. 
There were 13 of those offices set up. 

At the end of the first year, after we visited all of those, we cut 
those out, but because of the condition of the insurance records and 
the rapid movement of veterans between locations, we kept these 
13 offices as district offices, which are the insurance and death claim 
organizations. We have plans for further reduction of those. 


TYPES OF HOSPITALS 





These are the locations of the hospitals, it indicates those in opera- 
tion and those that are to come in. We have in reality three general 
types of hospitals. We have the general medical and surgical hospital, 
the tubercular, and the neuropsychiatric hospital. In some instances 
we have what we call centers, where we have regional offices, old 
soldiers’ homes or domiciliary homes, as we call them now, and 
hospitals, all under the one management. 

Here is what are known as installations, which include those so- 
called contact offices. Instead of taking out 321 contact offices, we 
actually reduced 72 with the prospects, according to our best esti- 
mates, that 90 or more will be closed during this coming fiscal year. 

Here is something that I think is rather startling. I would like to 
invite your attention to it. 

If the laws that affect the Civil War, the Spanish-American War, 
and the Indian wars were carried into World War II, you can see 
what the percentage of increase would be. There are special laws for 
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these veterans, which provide greater benefits than the laws which 
affect World War II veterans. 

Senator SaLronsTALL. That statement is not clear to me. What 
do you mean? 

General Gray. You recently passed a law that gave out-patient 
care to Spanish-American War veterans. That is a total of 114,000 
of those. If you should pass that law to affect World War II veterans, 
you would have 16,000,000 actually affected, instead of 114,000. 

Senator SALTONSTALL. In other words, the World War II veterans 
have not now as favorable laws as the Spanish-American War veterans 
and other veterans have and if we do give them the same laws as the 
Spanish-American War veterans, it would enormously increase the 
work of the VA? 

General Gray. On this chart is shown a comparison of the number 
of veterans from earlier wars, World War I and World War II. 
The smaller status is there for veterans from earlier wars. 

Senator ELLENDER. What do you mean by the smaller status? 
That is what I understood you to say. Do you mean we are doing 
too much for the older veterans? 

General Gray. I can only say that you cannot expect this number 
of people in the larger group to have the same benefits as the veterans 
in the smaller group. 

Senator ELLENpER. In other words, in giving to the veterans of 
the Spanish-American War and the other wars certain facilities and 
emoluments, these benefits if projected in the future to the veterans 
of World War II will increase the load, as you have indicated; is that 
right? 

BENEFIT PAYMENTS BEING MADE FOR EIGHT WARS 


General Gray. I said a moment ago that there are 10 soldiers of the 
Civil War still alive. I have 24 widows and dependents receiving 
benefits out of the Mexican War. They go back further. We are 
paying for eight of our wars. The only thing we are not paying for 
now is the Revolutionary War and the War of 1812. 

When you get to the Spanish-American War, we have 168,000 
veterans and dependents getting benefits from the law incident to that. 
We have 10 soldiers in the Civil War. We have a total of 19,000,000 
veterans of all wars to be taken care of. There is a total of about 
3,000,000 people that get something, either veterans, their families, or 
other dependents, incident to various laws that we have set up where 
there are opportunities for people to draw from the Government by 
virtue of certain laws that had been passed covering each and every 
one of these various groups of relatives and dependents. 

It is this large figure of 16,000,000 on the chart here that you see, 
that served in World War II, that makes them stand out so terrifically, 
so that if they should ever get the type of benefit that other veterans 
have gotten, it is going to be a tremendous amount of money which 
will be required to do for them what has been done for the other 
veterans. 

Senator ELutenper. Do you include in your estimates the payment 
of pensions to World War II veterans? 

General Gray. We cover the full requirement. Everything that is 
required under the law incident to veterans is included in our ap- 
propriation. 
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On this chart is something that frankly we cannot help but take 
pride in. This red line was the total employment. It went here in the 
winter of 1926 and 1927 to its highest point and it is going down. This 
line shows the medical program that came up here [indicating] and 
the administrative group is now going down. 

This line shows all the employment that comes down this way. 
We have a reduction of all personnel, except in the medical program, 
which is going steadily forward by virtue of the requirement that we 
staff up to the 131,000 beds. 

Senator ELuenper. General, in that connection, this red line 
indicates the smaller amount? 

General Gray. No. The red line indicates the total amounts. 

Senator ELLENpDER. This total was at its peak sometime in 1947 
and in 1950 it is down considerably. Is that in dollars? 

General Gray. That is number of people. 

Senator ELLENpDER. I mean in dollars. 

General Gray. It goes down too. 

Senator E_tenpeR. In other words, you are operating with less 
money than you did in 1947? 

General Gray. Yes, sir. On this chart here is where we break it 
up into various and sundry personnel divisions. It went up here to 
the peak of the organization and then it has been going down con- 
stantly and gradually since that day. 

This chart shows one of the figures that I gave you a moment ago. 
This red section is the exact payment to the individual. Eighty-four 
cents out of each dollar goes directly to the individual veteran. This 
is the hospital operation, and this is the percent for administration. 

Senator ELLENDER. When you say “direct”? you refer to a cash 
benefit? 

General Gray. Yes, sir. 
Senator ELtenpER. The rest is services? 
General Gray. That is correct. 





EXPIRATION OF GI BILL OF RIGHTS 


On this chart is a series of VA program obligations from appropri- 
ated funds. There is a line over to the left that indicates what those 
are. It shows a constant decrease in the total amounts spent. The 
biggest change coming this year is in the expiration of the so-called 
GI bill, incident to training, which I will show you in just a minute. 

Senator MayBpank. You mean the next fiscal year? 

General Gray. If a man has not utilized or taken up his training as 
of July 25, 1951, he loses that which he has built up in the way of 
opportunity for schooling. 

Senator ELLenpER. When we first provided for vocational rehabili- 
tation and education, the amount to be spent was to rise for a certain 
period ‘and then decrease for another period. 

General Gray. That is correct. 

Senator ELLENDER. Has that been in accord with actual experience 
or has it been more? 

_ General Gray. It has been worked out because of filling of the 
jobs by the veterans and the lack of a great many veterans taking 
advantage of the use of it. 
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ABUSE BY SOME VETERANS OF GI BILL OF RIGHTS 







Senator Ettenper. Do you find that any of the veterans abuse 






this? 
General Gray. There have been some abuses. 4 
Senator ELLENDER. What have you done about it? 4 





General Gray. In a great many instances we have denied the 
veteran any further use of his privileges by canceling his eligibility. 

Senator ELteENpER. Suppose a GI applies, let us say, to be a car- 
penter, and he goes through the whole course and is declared proficient. 
Is he permitted to switch at the end of that course? 

General Gray. Yes. 

Senator ELtenpeR. Why? 

General Gray. Because he has authority for training, based on his 
service in the Army. 

Senator ELLENDER. He can take as many courses as he wants to | 
take? 3 

Mr. Opvom. Specifically, Senator, the Administrator, acting with 7 
what legal advice he could summon, did promulgate a regulation 
which limited the number of courses which the person could pursue. 
What General Gray has said is absolutely correct; that the statute, 
title II of the Servicemen’s Readjustment Act, as amended, gives the 
veterans total eligibility equal to 1 year plus the time he served in 
the Armed Forces, limited to 4 years, 
























AUTHORITY TO LIMIT COURSES PRESCRIBED BY LAW 


But, as I say, the Administrator did issue regulations which pro- 
posed to limit the number of courses which he could take. But the 
Congress enacted Public Law 610 of the Eighty-first Congress, effec- 
tive July 13, 1950, which guaranteed him and forbade the Administra- 
tor to prevent him from taking at least two free choices, but qualified 
a third choice. So the Administrator’s authority to limit the number | 
of courses is so circumscribed by statute. 4 

Senator Ettenper. I think Congress missed the boat on that. I | 
think it is wrong for a veteran to choose his vocation and then give =| 
that up and start on another one, especially in the case of aboyinmy | 
territory who took four different courses. He ended up by being | 
proficient in none and he did it solely to get the money from the 7 
Government. 4 

General Gray. That is what, with all candor, quite a number of 7 
them have done, but the law specifically provides for the opportunity 



















for the utilization of schooling, based on their service. 
VA ADMINISTRATIVE COSTS 
f 
The next chart is the VA administrative costs. You will notice, 
in accordance with the statement that I made to you a moment ago, ¢ 
they are running on the average, over the years 1923 to 1950, at 
approximately 5 percent. 7 
This chart shows VA ration standardization program. We went © 
into the question of rations in our hospitals, and with a great deal of 7 k 





care and a great deal of expert advice we are hitting upon standard | 
rations for the different types of patients we have. 
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On the basis of very careful determination by expert dietitians, we 
have standardized the rations. According to our figures we have 
saved $317,000 during the month of August 1950. 

Here is a chart that shows hospital-days of VA patients. Will you 
explain that, Mr. Baker? 

Mr. Baker. This portion of the chart for general medical and surgi- 
cal patients shows the estimated length of stay based on the 1945 
actual average length of stay. The actual experience was slightly less 
in each of these cases; whereas if the length of stay had been as great 
as in 1945, this would have been the average. 

General Gray. We are actually reducing the length of time that a 
veteran stays in the hospital now. 

Senator SALTONSTALL. Except the TB cases? 

General Gray. Yes. Here is the figure I was speaking of a moment 
ago. This white area shows the number of veterans enrolled for and 
have not taken a course, which will be canceled and eliminated as of 
July 25 this year, unless they should get in training and be in training 
as of that date. Did I make that clear? 

Senator MayBank. 10,938,534. Is that right? 

General Gray. That is correct for the total number of applications 
received. 

Senator Ettenper. Unless Congress extends the time? 

General Gray. That is correct. 

Senator ELtenpER. Do you know of any move on to do that? 

General Gray. I have heard of discussions about it. I have not 
heard anything definite about it. 

Senator Maypank. That kind of training would cover various 
things? 

General Gray. Everything under the GI bill. 

Senator Mayspanx. How many would still continue? 10,539,000 
would be canceled? 

General Gray. That is the total number that have applied, of 
which 7,849,000 have entered training. It will depend on how much 
additional entitlement they have. 

Senator Mayank. If no new people come in? 

General Gray. That is correct. 

Senator MaysBank. Unless Congress extends the law. 

General Gray. That is right. They must be in training as of 
July 25, in order to use up their eligibility. 

Mr. Opom. They can complete the course which they are taking 
and the additional course, but not a new course. 

Senator Mayank. If they are taking a course now they can com- 
plete it? 

Mr. Opvom. They can complete it. 

Senator MayBank. Can they go in and take a course between now 
and July? 

General Gray. If they are in training between now and then they 
can complete that course. It depends on their entitlement. 

Mr. Baker. It is only this small group here that could continue. 
These other 6,000,000 are out of training. 

Senator MayBank. There would be no chance of them coming 
back in? 

General Gray. If these men do not do anything and are not in 
training on July 25 of this year, their entitlement is canceled. 
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Senator Maysank. You reduced your estimate on that? 

General Gray. Yes, sir. 

Senator Maysank. You think that reduction is going to hold up? 

General Gray. I do. 

Senator MayBanKk. $200,000,000? 

General Gray. Yes, sir. 

Senator MaysBank. You think you will save that much more this 
year than last year, because of that failure of that group to be in 
training? 

General Gray. That is right. 

Senator SatronsTaLu. Not including Korea? 

General Gray. I want to tell you gentlemen of an instance of a 
man who was drafted and goes to Korea. I took an administrative 
determination of freezing his entitlement, because he could not be in 
training as of July 25. So what he was entitled to and had not used— 
he gets nothing for this Korean training, because that does not apply 
on the original bill. He is not deprived of that which was taken 
away from him by action of the Government. 

Senator MaysBank. If he is in the Enlisted Reserves, he could be 
— up, but they have not drafted veterans of World War II, have 
they? 

General Gray. Drafted them? Yes, sir; they are drafting lots of 
them and calling them into the service constantly. 

Senator Maysank. If they are in the Reserves, you mean? How 
many of them have actually been drafted? Do you know? 

Senator ELteEnpER. Who were not in the Reserve? 

Senator Maypanxk. Yes. I see by the papers the President says 
that he is going to let more boys go to college now. Do you mean 
to tell me they are drafting boys who have been through World War II 
and exempting boys 20 years old to go to college who have not been to 
war? ' 

Mr. Strrurne. It is not my understanding they are drafting any 
World War II veterans. 

Senator Satronsra.Lu. I think General Gray misinterpreted the 
question. He meant to say they are pulling back the Reserves into 
the service. 

General Gray. That is right. 

Senator Maysank. I just wanted the record to be clear because it 
was my understanding they could not draft them. In other words, 
they are not drafting anybody but they are calling back the enlisted 
Reserves and the officers? 

General Gray. Yes. But if they had entitlement by virtue of 
their services in World War II, they do not lose it. 

This next chart is an indication of the months in which these 
trainings were taken. You will notice that the summer months 
dropped down. That is about the greatest significance of that partic- 
ular chart. 

QUESTION OF OVERPAYMENT TO SCHOOLS 


This is a chart which shows the overpayments of subsistence allow- 
ances, which is one of the things that we were speaking of a moment 
ago when we say that we got some of those back as a result of the 
withholding of the dividends. It is being reduced materially, but of 
course with the tremendous number of schools that we had, if a school 
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had a man enrolled and did not report to us that he was not attending, 
the fellow was still getting his subsistence allowance, unless we got hold 
of it in some other way. Then when we got the records straight, that 
is the overpayment we collected. 

Senator ELLENDER. Are you changing that plan to keep a closer tab 
of that? 

General Gray. Yes, sir; constantly. This shows how we are suc- 
ceeding, sir. ‘The overpayment is becoming smaller and smaller as 
we go along. 

Senator ELLENDER. Can you not make it imperative on the schools 
to notify you? 

General Gray. You have passed a law and the Lord has passed a 
law, ‘“‘Thou shalt not kill,” but they still do. You cannot get perfec- 
tion out of it. We are reducing it to the minimum and I think we have 
shown great progress. 

Senator SALTONSTALL. May I go back to the rehabilitation? You 
say that you are cutting $200,000,000 from that? 

General Gray. Yes, sir. 

Senator SattonsTaLL. You have figures showing the difference 
from 10,900,000 and 7,800,000. There is a difference of 3,100,000, 
and that is about $66 a head. Is that a conservative figure? 

yeneral Gray. I will ask Mr. Stirling to answer that. 

Mr. Strrurne. As | understand it, our estimate for 1952 for Public 
Law 346, GI training, drops from an estimated obligation of $2,158,- 
053,000 in 1951, to $1,409,657,681. 

General Gray. But that is not the question the Senator asked. 
He asked what that is based on as an average, and whether or not the 
average cost per individual veteran was not too high. 

Senator SALTonsTALL. That is rirht. In other words, your chart 
shows that so many veterans are going to lose out because they have 
not started school. You have cut $200,000,000 to equal that figure, 
which would mean about $66 a veteran. 


NUMBER OF VETERANS IN TRAINING IN 1950 


Mr. Stirring. I do not think that is the way we did it. As a 
matter of fact our actual load in 1950, the number of men who were 
training, was 1,990,413. That was the average number in training. 


ESTIMATED TRAINEES IN 1951 AND 1952 


Our estimate for 1951, which is this year, is 1,631,000. For 1952 
that figure has been cut to 1,065,000 as the average number of 
veterans in training during that year. 

Our estimate for Public Law 346 cases in 1952 is $919 per case for 
subsistence alone, tuition, $395; supplies and materials, $43. Those 
are figures for the year. 

In 1951 they were the same. 

Senator SALTONSTALL. I was just trying to correlate your chart 
with the figures that you have given us for the cut and, without 
taking the time of the committee now, I would appreciate it very 
much if you would discuss that with the minority assistant here, 
and perhaps you could put on the record the answer to my question: 
How do you correlate the chart showing the drop of 3,200,000 
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veterans on July 1 of this year with the figure of cutting the appro- 
priation of $200,000,000? 

Mr. Srrrunc. With regard to that figure on top, there are a 
number of mdividuals who have never entered training at all. Unless 
they get in by July 25, 1951, they will not get in at all. 

Senator SaLToNSTALL. That is the basis on which you make the cut? 

Mr. Stirring. No, sir. 

Senator SALTONSTALL. Why? 

Mr. Stiriine. Because we made it on the basis of our previous 
year’s experience. 

Senator Ferauson. Are you then contemplating that the law will 
be renewed? 

Mr. Stirurna. No, sir. 

General Gray. This estimate, Mr. Senator, as I told you, con- 
templated the continuation into the next fiscal year of the laws as now 
on the books. 

Senator Fereuson. It is only those who got started? 

General Gray. That is right. Any additional laws that provide 
benefits in any shape will necessitate a deficiency. 

Senator Fereuson. Is that on the overhead and everything? 

General Gray. Yes. In other words, we are in no position to 
estimate what can be anticipated and, therefore, we eliminated the 
anticipation and simply kept on the basis of it “‘as is’’. 

Senator ELtenper. If there is an increase, you can blame Congress 
for it. 

General Gray. I would not blame anyone. I will have to come 
back to Congress to ask for more money to carry out the desires of 
Congress. 

Senator ELtenper. If Congress extends the GI bill for another 
year or so, then you will be back? 

General Gray. That is right. 

Senator ELLeENpER. That is what I meant by saying that Congress 
would be to blame if you have to come back. 

Senator MaysBank. Senator Saltonstall is interested in the debate 
that is going to start at 12 o’clock. He wanted to ask a few more 
questions that did not concern the charts. If he can get those ques- 
tions in, we can then proceed. 

Senator SattronstaLu. Thank you very much, Mr. Chairman. 


INCREASE IN AMOUNT FOR SALARIES AND EXPENSES 


My question would go back to your summary statement. In the 
explanation of the justification of 1951 there is an item of $10,000,000, 
salaries and expenses and adjustments and transfers. It carries foot- 
note marked No. 3 by the legend which states it is a reimbursement 
for services. 

Mr. Baker. May I say that that is an error in the footnote. It 
should be marked “‘No. 4, Reserve for savings, section No. 1214.” I 
caught that after this document had been printed. 

Senator SALTONSTALL. So the footnote is in error? 

Mr. Baker. It should read “‘Reserve for savings, section 1214, 1951 
appropriation act.”’ 

Senator SALTONSTALL. So is your increase in appropriation actually 
to $894,000,000? Should it not be an increase of $14,000,000? 
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Mr. Baker. That is right, as far as actual availability of funds is 
concerned. 

Senator SALTONSTALL. So you are increasing really, under “Salaries 
and expenses,”’ that item, by the amount of $14,000,000 instead of 
$4,000,000 which you show? 

Mr. Baker. That is correct. 

Senator SALTONSTALL. Also on the same table for 1951, there is an 
unobligated balance of $5,000,000. What will be done with that? 

Mr. Baker. It will revert to the Treasury. 

Senator SALToNSTALL. If so, should not that actual increase to 
$894,000,000 be $19,000,000 instead of $14,000,000? 

Mr. Baker. That is the difference in funds available for obligations. 
The difference of $4,000,000 plus was a comparison to the total appro- 
priation for 1951 before any adjustments were made. 

Senator SALTONSTALL. So actually, the increase of salaries will be 
$19,000,000 on those figures, instead of $4,000,000 and those increases 
will be due to what General Gray has said, the new personnel in the 
hospitals? 

General Gray. And the salary increases required by law. 


DISPOSITION OF VA RECORDS 


Here is shown the disposal of VA records on this chart: We drew a 
chart that reads ‘Total, 700,000 linear feet, enough to reach from 
Washington to Philadelphia, that have been disposed of.’”’ We have 
recognized that there is no need for a lot of records which were pre- 
viously carried. We are getting rid of them. That reduces our filing 
responsibility, our space responsibility, et cetera. 

Senator SALTONSTALL. You will never come back to us and say 
“T am sorry, that record has been destroyed’’? 

General Gray. I do not anticipate it. I am trying my best to 
keep from doing that, but if you will go “way back when’’ I may have 
to say that. 

This chart is one we have not time to explain. It shows the process- 
ing of loan applications. 

Senator MayBank. How long will it take to explain it? 

General Gray. We will start in, if you have the time. 

Senator MayBank. I think we ought to do that. 


LOAN APPLICATIONS RECEIVED, IN PROCESS, AND CLOSED 


Mr. Baker. The total loan applications received, are 2,637,108. 
There were a small number of applications withdrawn, 108,700. The 
remainder are in process or approved. The loan applications ap- 
proved amounted to 2,450,634, and the loans closed, 2,305,041. The 
loans paid in full amounted to 224,785. The defaults reported 
amounted to 204,897, and the claims filed against those defaults, 
13,634. 

Senator MaysBank. Those loans are for what? 

General Gray. House, farms, and business. 

Senator MayBank. Principally housing? 

General Gray. That is right. 

Senator Maysank. Have you got the percentage of those that 
came into default? 
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General Gray. You mean those who failed to meet their obliga- 
tions? 

Senator Fercuson. You are not dealing in dollars now; you are 
dealing in numbers of applications? 

Mr. Baker. That is right. 


LOANS IN DEFAULT 


Senator ELLenpER. I notice here the total default is 43,263 up in 
that corner. 

Mr. Baxer. That is right. 

General Gray. I have been making a statement—and correct me, 
Mr. Kelsey, if it is changed. It is less than six-tenths of 1 percent of 
the loans, which were in default. 

Senator ELLENDER. How much have you actually charged off, if 
any? 

Mr. Ketsey. For defaults cumulative up to January 31, 1951; we 
have paid on 19,860 cases, in the total net amount of $22,382,462. 

Senator MayBanxk. That is all loans, or just housing loans? 

Mr. Ketsey. All loans. 

Senator Maysank. What proportion is housing? 

Mr. Ketsry. Out of that proportion, about 50 percent is on housing 
loans. 

Senator MayBanx. What would the proportion of the loans run? 
Would a veteran borrow 90 percent for housing, or what is the pro- 
portion? 

Mr. Ketsry. As far as our proportions of types of loans are con- 
cerned, the housing loans run about 97 percent, from the beginning 
of the program to date. The farm loans are only about 1 percent. 

Senator Maysanxk. Do you charge interest on those? 

Mr. Ketsey. These loans are made by lenders. 

Senator MayBank. The proper agency would go in with it? 

Mr. Keusey. Not now. That so-called combination loan has beep 
eliminated. 

Senator Maysanx. How did the combination loan come out? 
There were very little losses, were there? 

Mr. Ketsry. There were some losses, but a greater share of those 
losses may have been carried by the FHA because they insured as 
much as 90 percent of the loan, whereas the Veterans’ Administration 
guaranteed some amount, not to exceed 20 percent. They represent 
a rather small percentage of all the business we have had to date. 
They are now eliminated. 

Senator Ettenper. Will you answer my question and tell us how 
much was actually charged off? 

Mr. Keusey. If I understand that, do you mean the amount we 
have paid on claims? 

Senator ELuenper. The losses that you have had. 


AMOUNT OF LOSS ON LOANS 


Mr. Ketsry. That is the figure I just gave sir, which is a total of 
$22,392,462. That is subject to some recovery. 

Senator E.tenper. In other words, you have paid that to the 
lending institutions? 
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Mr. Ketsey. That is right. 

Senator ELLENDER. You, in return, get the property, or whatever 
is involved? 

Mr. Ketsey. In certain cases we do get the property, or, if we do not 
get the property, whatever has been paid as a net amount is charged 
against the veteran and may be offset, as was indicated, against the 
special insurance dividend or other benefits. 

Senator ELLENDER. What percentage of this $22,000,000 do you 
anticipate getting back? 

Mr. Ketsey. That is difficult to predict, sir, but our figures do show 
that the amount that was paid initially has been reduced within a short 
period of from 4 to 5 years, about 40 percent. When we get down to 
40 percent, there are still sources of recovery, but they are slower and 
more time-consuming. 

Senator Ettenprer. To what extent does the lending agency share 
in these losses? 

Mr. Keusry. The lending agency seldom bears any loss under the 
present circumstances, because the 50 or 60 percent guaranty in this 
market today more than protects them. 

Senator Ferauson. Do you pay the cost to those lending offices, the 
cost of collection? 

Mr. Ketsry. No, sir; they handle their own services. 

Senator Ferauson. What incentive have they to collect. What 
incentive has a loaning agency to actually collect this $22,000,000? 

Mr. Keusry. So far as that is concerned, the lending agency is out 
of the picture after this claim has been paid on the guaranty. 

Senator Feracuson. Does it come back to you? 

Mr. Ketsry. Not necessarily. 

Senator Frrcuson. Where does it go to be collected? Where 
would you go to collect this $22,000,000? 

Mr. Kesey. To collect that—in the first place, whatever results 
from the sale of the security offsets it. Then after that we use any 
course of recovery that we may have against the veteran, such as the 
insurance dividend, offsets against compensation or pensions, and 
any other benefits which the veteran may have. 

As I said, from the total gross amount that has been paid on these 
claims, our recoveries have accumulated to about 40 percent, and 
that is a growing figure. 

Senator ELLENDER. Before you take over from a lending agency, do 
you try to get this lending agency to exhaust all remedies with 
reference to collecting from the veteran? 

Mr. Keusry. Yes, sir. As a matter of fact, that chart will show 
a number—and I do not recall offhand—of over 200,000 defaults, 
where a veteran, because of sickness or otherwise, might have gotten 
behind several months. The percentage of cured defaults runs some- 
where in the neighborhood of 70 percent. There is ordinarily no 
action taken, either by the lender or the VA, to cause foreclosures. 
Action is taken to help him straighten out his affairs and possibly to 
cause some rearrangement of the financing. 

Senator ELLenpER. After you take over from the lending agency, 
do you still continue to attempt to collect from the veteran? 

Mr. Ketsry. Yes. 
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QUESTION OF DISPOSSESSION OF VETERAN 


Senator ELLenpER. Do you dispossess him if he does not pay? 

Mr. Keusny. If the case goes into default, the veteran is apt to 
be dispossessed at that point because the house is sold out from under 
him in the foreclosure proceedings. 

Senator ELLenpeER. Are there any cases in which you are not selling 
it and the veteran persists in remaining on the property? 

Mr. Ovom. There are a number of cases, but I think there has been 
some misunderstanding here. The VA does not foreclose on these 
properties. We require that the lender foreclose the property, get a 
good title to it, and transfer the title to us if he wants todo so. Where- 
upon we pay him a certain amount for the property. In those in- 
stances there are a great number of them where the veteran, or perhaps 
someone he has leased to, does refuse to vacate the property. We 
do have to bring an action in the State court or the Federal courts, 
as the case may be, to get possession of the property. 

General Gray. We have managers in the office who do certain work 
in regard to that. 

Senator ELLENDER. Have you a separate agency within your De- 
partment that takes title to these properties? 

Mr. Ovo. No, sir; that title comes to the Administrator of Veter- 
ans’ Affairs. Then the title passes from him to whomsoever we sell 
the property to. 

Senator ELLenpeR. From then on you become more or less admin- 
istrator of that property and collect? 

Mr. Opvom. As trustee for the Government, the Administrator han- 
dles the property. 

Senator ELLENDER. Do you rent these properties after you obtain 
them, or what do you do with them? 

Mr. Ketsny. They are rented, wherever we cannot make an imme- 
diate sale. That money goes into miscellaneous receipts in the 
‘Treasury. 

Senator Frercuson. 1 would like to ask a question in regard to the 
control of loans and the cutting down on loans. Shouldn’t your ad- 
ministration be cut down in proportion? Will you not anticipate 
there will be less veterans buying homes because there will be less 
built? 

Mr. Ketsry. Yes. That is reflected in these estimates. 

Senator Fercuson. How much have you cut your budget because 
of that? 

Mr. Keusey. The budget has been cut roughly 4 percent from 1951 
to 1952. 

Senator Fercuson. Do you not think your loans will be cut more 
than that? 

Mr. Kevsey. On an average, they will be cut more than that when 
you compare 1952 to 1951, but there is this to remember, Senator, 
when we add any number of loans to the number already made, we 
have a growing service, in regard to defaults, .and the administration 
of the program. We have over 24 million guaranteed loans on the 
books today. In July, August, and September, we added about 
210,000 in those months alone. 
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PERCENTAGE OF COST IN OPERATING LOAN PROGRAM 


Senator Fercuson. What percentage does it cost to operate on 
these loans? What is your percentage of cost? 

Mr. Kesey. If you were to relate that figure to the amount of 
guaranty, it would ‘be a very small fraction of 1 percent. 

Senator Fercuson. What is it? You have to bear the loss. You 
have lost $22,000,000, and then the cost of operation the Government 
pays. Iam talking about the cost of running the Bureau and every- 
thing in connection with these guaranties. General Services Adminis- 
tration charges you rent, does it not? 

Mr. Keusrey. That does not have anything to do with this. 


QUESTION OF PAYMENT OF RENT IN VA FACILITIES 


Senator FERGUSON. You do not have to pay rent to them for the 
places you use? 

General Gray. These offices are the regional offices. 

Senator Fercuson. It costs so much money. You must have a 
department. 

General Gray. There is a department in the Finance Service. 

Senator Ferauson. Are you not getting free rent, as far as your 
appropriation is concerned, because we are charging that up against 
General Services Administration? How much was that? Will you 
figure that out and put it in the record, as to how much you are saving 
on that item? 

Mr. Keusny. As I understand your question, you would attempt 
to relate rentals to each one of these programs? 

Senator Ferauson. There must be a cost item. 

Mr. Kesey. That I agree, but as far as the over-all administration 
of the VA is concerned, there would have to be a certain apportion- 
ment of the amount of space for files, personnel and so forth. 

Senator Ferauson. How much do you allot to this kind of an item, 
so that we can get the cost of this? 

Mr. Kester. I would have to ask our budget officer about the 
figures. 

Senator Ferauson. Will you also have your budget officer show 
the amount of rent we are going to appropriate to General-Services 
Administration rather than to you and, therefore, your budget should 
be reduced by that amount each year? ? 


ESTIMATED RENT PAID 


Mr. Baker. Senator, the amount we have in our estimate for the 
current year for rentals of all office space is $5,169,432 and for next 
year it is $135,676. 

Senator Ferauson. Is the difference paid by General Services 
Administration? 

Mr. Baker. That is right; because General Services Administra- 
tion has taken over the rentals on these buildings. There is a reduc- 
tion. We have included no estimate for those rentals which will be 
taken over by General Services Administration. 
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Senator Fereuson. Your budget is cut by that amount? 

Mr. Baxer. Yes, sir. 

Senator ELtenpER. With respect to these loans, as I understand, 
most of the cost of handling them is done by the lending agency, is 
that true? 

Mr. Ketsry. That is correct. 

General Gray. We are in the position of a guarantor until default 
occurs. 

Senator ELLENDER. To get the loan approved, it is borne by the 
veteran and this lending agency. The only time you come into the 
picture is after the lending agency gets title to that property, and then 
you administer it. Is that right? 

Mr. Ovo. There are certain corrections there. To begin with, the 
statute provides that the Veterans’ Administration shall pay outright 
4 percent of the amount of the guaranty. If the veteran gets a 
$4,000 guaranty 

Senator ELLEenNpER. I am talking about administration. 

Mr. Opom. That pays off a part of his cost of getting his loan, 
although it actually reduces the amount of the loan. When the 
mortgage notes are foreclosed, the foreclosure expenses are borne by 
the lender, but they are added to the indebtedness as to that part is 
within the limitation which the Administrator has put in the regula- 
tions as part of the indebtedness guarantee. Therefore, the lender 
does not bear it, but the Government bears it, by way of the guaranty. 

Senator Frrauson. Who pays for the cost of examining the 
abstract? 

Mr. Opom. In what instance? 

Senator Ferauson. In any instance? 

Mr. Opom. Originally, the borrower has to pay that. 

Senator Ferauson. You do not have the title examined? 

Mr. Ovom. Where we take over the property, we have the title 
examined, and we pay for that, or the title insurance, as the case 
may be. 

Senator ELLENDER. Why do you not use the same title examination 
as made by the bank originally? 

Mr. Opom. Because there may be a number of things that happened 
in the meantime. 

Senator MayBpank. Please proceed with your presentation, General. 

General Gray. These charts are, to me, perhaps the most interest- 
ing of the group. That is the amount of the appropriated dollar 
there as it applies to the cost of administering it, and the direct benefit 
to the veteran. This is for claims compensation and pensions and 
this little segment is what it costs to administer the money which is 
shown in red—the direct benefit to the veteran. 

Senator ELLENDER. How much money is represented by the red 
there? 

Mr. Baker. A little over $2,200,000,000 per year. 

General Gray. The money is in the statement that you have, 
Senator. 

Senator ELLenpER. I do not see it here; only the percentage is 

iven. 
: General Gray. I am sorry. The photographs of this chart merely 
state percentages. 
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This is the same type of chart for the vocational rehabilitaton 
program. 

Senator Maysank. What is the amount of dollars there? 

Mr. Baker. It is approximately $1,400,000,000. This is based on 
the 1952 fiscal year estimate. 

General Gray. Here is the medical, hospital, and domiciliary care. 

The percent of money here in red for personal services is 63.9 
percent and for other objects is 34.8 percent. Administration is 1.3 
percent. 

Senator Maypanx. What is the amount of money? 

Mr. Baker. Slightly in excess of $660,000,000 for 1952 fiscal 
year. 

Senator ELLENDER. When you say ‘Personal services” here, that 
is for doctors and nurses? 

General Gray. That is right. 

Senator ELLENDER. What are the objects? 

Mr. Baker. Medical and other supplies, provisions for food, and 
medical and dental fees on a contract basis. 

Senator ELLENDER. On what basis do you pay the nurses? Is it 
on a 40-hour week? 

Dr. Press. Under Public Law 293 there is no statutory limit on the 
hours to be worked. Their schedule is an administrative schedule. 
There is no overtime. 


PAY AND QUALIFICATIONS OF NURSES 


Senator ELLENpDER. The minimum salary to which you referred 
this morning, of $3,400, is for this entire service. There is no extra 
pay or overtime? 

Dr. Pruss. It is for 40, 44, or 48 hours, as the case may be—or, in 
excess of that. 

Senator ExtenperR. What other requirements or qualifications for 
nurses are set forth? 

Dr. Press. The same basis for doctors, dentists, and nurses; that 
they be citizens—— 

Senator ELtenpErR. I am talking about education now. 

Dr. Press. Graduation from an approved school of nursing, in the 
case of nurses. 

Senator ExLenperR. Any prior experience? 

Dr. Press. An experience, which varies for the grade of the nurse. 


INSURANCE PLANS IN FORCE 


General Gray. This chart shows the national service life insurance 
plans in force. 

Mr. Baker. Five-year term, 77.4 percent; ordinary life, 4.8 percent, 
20-payment life, 10.1 percent; 30-payment life, 4.3 percent, and all 
other types is 3.4 percent. That is a total of $38,836,174,056 face 
value of policies in force. 

General Gray. That is the insurance in effect. 

This chart shows the preponderance of the men who have not put 


in & permanent form of insurance but are still on the 5-year term 
insurance. 


81845—51——-4 





48 INDEPENDENT OFFICES APPROPRIATIONS, 1952 


Here is the miscellaneous benefits. 

Mr. Baker. This includes loan guaranty, the readjustment allow- 
ance payments and housing for paraplegics, and shows 88.3 percent 
for benefits and 11.7 percent for administration. 

Senator ELLENDER. Why should the administration be so great? 
There is 11.7 percent in contrast to less than 2 percent in other cases. 

General Gray. This is spread more, sir. It covers a great variety 
of things, and some of them require individual handling. 

Senator ELLtenpeR. There is more footwork involved in those in 
other words. 

General Gray. That is right. That concludes the presentation of 
the charts. 

Senator Maypank. Do you want to file some statements to make 
the record clear? If you will file those with Mr. Cooper, when we get 
the House hearings over here, before we write the bill up, we might 
want you to come back again. We will call whomever you might 
designate in your absence. 

General Gray. I will say that if Mr. Cooper will contact Mr. Moore 
at any time to suit your convenience, everyone except the Admiral 
and myself could be here. 

Senator Mayspank. We have not had the House hearings come in 
yet. 

General Gray. I think you gentlemen covered a lot of very impor- 
tant matters today. It would seem your questions were such as to 
bring out some very definite facts that I am sure you want to know 
about. 

Senator MayBnank. We may want to know more. 

General Gray. I think we are prepared to answer the questions 
you may propound. 

Senator ELLenpER. What I would be interested in finding out is a 
little more about this vocational training and the GI bill of rights. 
I am satisfied some efforts are going to be made to extend this program. 
We would want the best judgment of those who would administer it, 
as to whether or not it should be done. 

Senator Maypank. Mr. Stirling said that they had planned on 
nothing further being done. I was going to suggest those in charge 
might file statements here with Mr. Cooper. I will ask him to send 
them over to you, Senator. 

As you suggest, there has been some talk about extending this law 
bevond July. I do think that the Senate ought to know what it is 
going to cost if it is extended, and what types of courses will be in- 
volved, et cetera. As brought out by you, Senator Ellender, in re- 
gard to the man studying four types of jobs, it is no fault of theirs, 
but the fault of the law. Please have that done for us. 

Senator ELLenpeER. I think the general made it plain that he was 
trying to do it one way and the Congress came in and did it another 
way. I want to take a share of the blame myself, because a lot of 
these things are passed without giving them proper study. There is 
so much to do and we cannot do it all. That is why I would like to 
obtain in advance the views of some of those who know about these 
matters as to whether or not this should be extended, and what it 
will cost. 

Senator MaysBanxk. I can understand that some of you people 
might not want to civeis your opinion as to what Congress should 
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do or should not do. I do think we can get whatever facts relate to 
this, as to what it is going to cost if it is extended, and how it is 
going to affect us. 

Senator ELLENDER. Certainly General Gray would be in a position 
to give us an outline of these abuses and some w ay to stop them, 

General Gray. Yes. 

Senator ELLENDER. Sometimes we do not seem to follow your advice. 

Senator MAyBank. Please place that in the record, then. 

(The information referred to is as follows.) 


Cost or EXTENDING EpucATION AND TRAINING BENEFITS UNDER PusBiic Law 
346, Aas AMENDED 


The cost to the Federal Government for subsistence, tuition, books, supplies, and 
equipment for the training taken by the 7,400,000 veterans of World War II, who 
had entered training under Public Law 346, through February 28, 1951, totaled 
$11,617,000,000. This expenditure of money covered approximately 115,000,000 
months of training g, representing 19 percent of the 600,000,000 months of entitle- 
ment potentially available to World War II veterans under the act. 

Under existing legislation it is expected that the total entitlement usage to the 
end of the program will be approximately 160,000,000 months, or 27 percent of the 
potential total so that the total cost for subsistence, tuition, books, supplies, and 
equipment will be approximately $16,000,000,000 if the law is not extended. 

The Administrator of Veterans’ Affairs recently advised the chairman of the 
House Veterans’ Affairs Committee that extension of the dates te comme —- or 
completing training for two additional years, as proposed in H. 1301, Eighty- 
second Congress, would entail an ad¢ litional cost of ecneinaiale $3, 000 ,000,000 
for direct benefits. This would involve 27,000,000 additional months of training 
bringing the total to approximately 187,000,000 months, or 31 percent of the po- 
tential total entitlement. There would, of course, also be substantial additional 
administrative expenses. 

If the educational benefits under Public Law 346, as amended, are made 
available for all veterans who serve in the Armed Forces on and after June 27, 
1950, as contemplated by H. R. 296, Eighty-second Congress, the additional 
cost to the Government for benefits and administration would be very substantial. 
It is not possible, at this time, to make a realistic estimate of either the annual 
or total cost that would be involved because of lack of information about the 
future size of the Armed Forces or the average period of service. It should be 
pointed out, however, that for every million veterans discharged there would be 
created a potential obligation against the United States Treasury of approximately 
$4,400,000,000 if the average length of service is approximately 30 months and 
unit. costs for providing education and training do not rise. If approximately 
one-fourth of the potential entitlement is used, the actual cost for benefits per 
million veterans discharged would be in the neighborhood of $1,100,000,000. 
Additional administrative costs would also be involved because the Veterans’ 
Administration would have to maintain a staff beyond 1956 to provide benefits 
to eligible veterans. 

Senator Maysank. Mr. Stirling, on these contracts you spoke of 
in this cut from 7,000,000 or 8,000,000—that was the figure, was it not? 

Mr. Srrruina. Yes, sir. 

Senator Mayspank. You would not be violating any school con- 
tracts, would you? 

Mr. Strrirna. This has nothing to do with existing contracts. 

Senator Mayspank. When do you make the next contracts? 

Mr. Sriruina. It depends when we made the first contract. 

Senator Mayspank. The contracts you will make in the future will 
be in keeping with the reduction? 

Mr. Stiruina. Yes, sir. 

General Gray. In other words, the reduction has anticipated the 
future contracts? 
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Senator Maysank. There has been a lot of confusion here. I do 
not know whether it has come to your attention or not, but it has 
come to me, and I think Senator Ellender, concerning the tools and 
equipment. Have you worked that out satisfactorily yet? 

Mr. Strrrurne. There is a group from South Carolina visiting us 
now. We are going over that situation. We spent all day yesterday 
with them. I expect to be with them this afternoon. 

Senator MaysBank. You said they did one of the best jobs. 

Mr. Strrriine. South Carolina has done a good job so far as pro- 
prietary schools are concerned, because they had very few, as con- 
trasted with Louisiana, as mentioned by Senator Ellender. 

Senator Maysank. If there is nothing further, we will recess until 
2 o’clock tomorrow afternoon. 

(Whereupon, at 12:35 p. m., Tuesday, April 3, 1951, the committee 
recessed, to reconvene at 2 p.m., Wednesday, April 4, 1951.) 
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